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September 12, 2007

Via Electronic Filing

Mr. Ron Schultz

Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, DC  20224


Re:  Comments on Draft Form 990 and Schedules


On behalf of the Texas Hospital Association and its more than 400 member hospitals, we appreciate the opportunity to provide comments on the draft Internal Revenue Service Form 990 and related schedules. Our comments will focus on Schedule H for Hospitals; however, we are also submitting a number of general comments on the core Form 990 and other schedules. 

Texas hospitals support the guiding principles upon which the revised Form 990 is based and commend the IRS for its efforts to update the reporting requirements for tax-exempt organizations.  In 1993, THA and our nonprofit hospital members worked with the Texas Legislature on the enactment of a comprehensive state law that established new requirements for tax-exempt hospitals to plan for, provide and report charity care and other community benefits. In many respects, the proposed Scheduled H incorporates elements of the Texas reporting process. While we are supportive of those parts of the revised Form 990 and schedules that promote transparency and compliance, some of the proposed reporting is not relevant to nonprofit hospitals’ charitable purpose and will unnecessarily increase the administrative burden associated with completion of the forms.  

Comments and Recommended Changes to Core Form 990

1. Part II will require the submission of compensation information on “officers, directors, trustees, and key employees.” While this is the same group of individuals for whom information has been collected in the past, the definition of “officer” and “key employee” is not clear and has led to confusion and inconsistency in reporting. Historically, some tax-exempt organizations have taken the position that the term officers include only individuals appointed by the organization’s board of trustees as “officers” under state law.  Other organizations have reported all individuals who have an officer title (e.g. vice president, senior vice president etc.) regardless of whether they have been designated as officers under state law.  The two glossary definitions provided with the revised form do not clearly specify which of these historical practices is correct.  The instructions should be clarified so that all organizations consistently report officer related information. In addition, consideration might be given to the establishment of a requirement that a key employee or officer must be authorized to approve a certain level of expenditure on behalf of the organization prior to be included in the Part II disclosure.


2. In Part II, Section B, an organization is required to indicate on line 8 whether any individual listed in Section A received more than $250,000 of reportable or other compensation, including deferred compensation, non-taxable fringe benefits and expense reimbursements. If so, Schedule J must be completed. We believe that both here, in establishing the $250,000 threshold, and on Schedule J, only taxable expense reimbursements should be included. As these terms are defined in the proposed instructions, every meal served at a lunch meeting attended by an officer would need to be quantified and reported as an element of compensation. The inclusion of non-taxable expense reimbursements and non-taxable fringe benefits will significantly increase the compliance burden on tax-exempt hospitals without providing commensurate benefit to the public. 

3. In Part III, an organization is asked on line 3b how many transactions were reviewed under its conflicts policy.  We believe this question should be deleted because answers to this question could be easily misconstrued.  If the organization responds that a large number of transactions were reviewed, it will be unclear to the public whether the organization is hyper-diligent and reviews every transaction that remotely raises a conflict issue or that there are a significant number of true conflicts that should be reviewed.  In contrast, if the answer is zero there may be the perception that the board is failing to review potential conflicts.  Without the opportunity to explain the context of the answer, we believe that reporting only the number of transactions reviewed provides no useful information and, worse, provides information that could be misconstrued.  Rather than using this particular metric as a proxy for the effectiveness of an organization’s conflict of interest policy, organizations could be asked to disclose the number of individuals that are required to complete conflict of interest questionnaires/disclosures under the organization’s conflict of interest policy.  


4. One of the deficiencies of Form 990 is that it fails to appropriately acknowledge that many tax exempt entities are a part of a larger corporate structure and that each of the corporations within this corporate structure is required to file a separate Form 990 and applicable schedules. This piece meal reporting by the corporate parent and each of the subsidiary corporations may provide an incomplete picture of the business activities of these corporations and how they are jointly fulfilling their tax exempt purpose. In addition, a number of the questions relating to governance, management and financial reporting are structured in such a manner that a correct answer by a subsidiary corporation will provide an inaccurate assessment of the governance and oversight of the organization’s activities. For example, within a multi-hospital system much of the financial reporting and oversight of financial statements is done at the corporate parent level and each of the subsidiary corporations may not have an audit committee. To address this issue, we recommend that questions be added to Part III, which will allow organizations to better describe their governance and management structure. Specifically, we recommend that the following new questions #8 and #9 be added to Part III and the subsequent questions are appropriately re-numbered. In addition, we recommend that existing question #9, which would be renumbered as question #11 if the prior recommendation is accepted, be modified to allow the organization to explain that the audit of financial records is conducted at the corporate parent level. 

8  a  Is the organization the parent corporation within a multi-corporate structure? 


     b  If yes, does the organization have written policies and procedures governing the activities of the subsidiary corporations to ensure that their operations are consistent with the organization? 


9    a    Is the organization a subsidiary corporation within a multi-corporate structure? 


   b  If yes, does the parent corporation have written policies and procedures governing the activities of the subsidiary corporation to ensure that their operations are consistent with the parent corporation? 


11  a  Does the organization have an audit committee?  


      b   If no, is there an audit committee of a parent corporation that reviews the financial  statements of the organization and other subsidiary corporations?  


General Comments on Schedule H - Hospitals

It is our understanding that the American Hospital Association has submitted detailed comments on Schedule H relating to hospital organizations and the Texas Hospital Association generally supports those comments. As emphasized in the AHA letter, completion of Schedule H will impose a new and significant administrative burden on hospitals. In addition, the information requested fails to provide reviewers with a complete view of the activities of nonprofit hospital systems as each individual corporate entity within the system must generally file separately.  The lack of a system filing option may lead the IRS to suspect noncompliance when none was present.  Further, some of the information will be presented in a misleading and overly abbreviated manner that tends to confuse instead of inform reviewers. 


Consistent with the comments received from the AHA, we believe that required use of Schedule H for the 2008 tax year is unrealistic and that the timeframe for implementation of this schedule should be extended to tax year 2010. Given the number of concerns and questions that will be raised concerning Schedule H, it is likely that modifications will need to be made to the instructions, definitions and worksheets. Even if the IRS finalizes the schedule and related documents in early 2008, hospitals must be given a reasonable period of time to reconfigure their financial and data reporting systems and to train staff on completion of the schedules.  Second, Schedule H should be appropriately modified to allow hospitals the opportunity to provide information on the full range and value of community benefits provided. While it is recognized that the IRS will receive differing positions from the hospital community concerning whether Medicare underpayments and bad debt should be considered a community benefit, we believe that this data should be reported to provide a more complete picture of nonprofit hospitals’ financial condition and give the public and policy makers the opportunity to review and consider this information. Finally, those parts of the schedule that are unrelated to community benefit or compliance should be deleted or moved to other more appropriate schedules. 


Specific Comments and Recommended Changes to Schedule H 

As currently drafted, Schedule H must be completed by any entity that "operates or maintains a facility to provide hospital or medical care."   This question is much too broad and will require facilities that are not hospitals to complete Schedule H. We believe that the question on Form 990, Part VII, Line 9, should be reworded as follows:  “Does the organization directly operate a hospital?  If yes, complete Schedule H.” 


In addition, the term “medical or hospital care” and its definition should be deleted from the glossary.  The glossary term “hospital facility” should be changed to “hospital” and the definition reworded as follows:  


A hospital is a health care organization that has a governing body, an organized medical staff and professional staff, and inpatient facilities that provides medical, nursing, and related services for ill and injured patients twenty-four hours per day, seven days per week. A hospital does not include:


· A nursing facility (including a skilled nursing facility, convalescent home, or home for the aged)


· Free-standing outpatient clinic


· Community mental health or drug treatment center

· Physician group practices/faculty practice plans

· Physician offices

· Facility for mentally retarded/developmentally disabled

· Facility for treating alcohol and drug abuse

· Hospital wing of a school, prison, or convent


In addition, by re-phrasing the question to inquire whether the organization directly operates a hospital rather than “is the organization a hospital”, the question will include organizations that operate a hospital and also perform other exempt functions.  For example, a private university that operates a teaching hospital would answer this revised question in the affirmative.  If the question is left as “is the organization a hospital,” a university might not prepare Schedule H for its teaching hospital as it might deem itself a school rather than a hospital.  Finally, adding the word "directly" makes clear that "parent" organizations of one or more hospitals would not themselves have to complete Schedule H. 


Part I – Community Benefit Report 

1. The collection of data under column headers – (a) Number of activities or programs, and (b) Persons served – will have limited value in the assessment of a hospital’s provision of community benefits and based on how the instructions are interpreted there could be considerable variance in how these data fields are completed by hospitals.  Further, it is uncertain how a hospital would determine the number of persons who were served by or benefited from a hospital’s education or research activities. However, the required collection and reporting of this data will increase the costs associated with completion of the schedule. Therefore, we would recommend that these columns be deleted for this section of Part I. 

Additionally, the methodology used to count persons served is often inconsistent from hospital to hospital and is very difficult to track.  For example, if a single charity patient visits the hospital five times in a year, is that one person served or five?  Does it matter if the five visits are for the same diagnosis or different diagnoses?  Some hospitals track “encounters” or “discharges” but even these are not universally defined from hospital to hospital.  Further, neither “persons served” nor the more commonly tracked “encounters” or “discharges” make sense for some of the community benefit categories.  

2. On line 1, hospitals are required to report the amount of charity care at cost based on the calculation of this amount in worksheets 1 and 2. Worksheet 2 establishes a complex and potentially confusing formula for the calculation of a cost-to-charge ratio. While the formula for the calculation of the ratio was taken from the Catholic Health Association Guide for Planning and Reporting Community Benefit, there is no guidance in the CHA Guide or in the IRS instructions for Schedule H on how this worksheet should be completed. Many of the terms that are to be used in the calculation of adjusted total operating expenses are undefined and it is questionable whether the various adjustments should be made in the calculation of this amount. In addition, it is important to note that the application of a cost-to-charge ratio to the charges applied for charity care services is intended to provide a proxy for the costs incurred by a hospital in providing these services and an overly complicated formula is unnecessary and may result inconsistent or inaccurate reporting of charity care costs.  We recommend that the formula for calculation of the ratio be simplified as follows: ratio = total operating expenses/total gross charges.  

3. On line 3, hospitals are required to report the amount of unreimbursed costs from other governmental programs based on worksheet 3. This worksheet provides that the unreimbursed amount should be calculated based on information from the hospital’s cost accounting system or the program cost report. Unlike the Medicaid program, many of the state or local governmental programs do not utilize a cost report in the determination of hospital reimbursement rates, and not all hospitals currently have a cost accounting system. Therefore, we recommend that worksheet 3 be revised to allow the determination of unreimbursed costs for these other governmental programs to be calculated based on a cost-to-charge ratio utilized to calculate the unreimbursed cost of charity care. To simplify the determination of unreimbursed Medicaid costs the same cost-to-charge ratio could be used for this calculation also.  

4. On line 5, hospitals are required to report the amount of community health improvement services and community benefit operations from worksheet 4. While the instructions state that community health improvement services extend beyond patient care activities, the instructions do not clearly indicate what types of services that might be included in this category of community benefits. Hospitals currently provide a broad range of services to the communities they serve, including: community health information; education of patients on specific medical conditions and treatment options; and preventive health services (i.e., immunizations, wellness programs, accident prevention, family violence prevention and counseling). In addition, hospitals expend resources to recruit physicians, nurses and other health care professionals into their community and the recruitment of these providers will result in improved access to services and improved community health.  The definition of “community health improvement services” should be expanded to include reference to these types of services.   

5. On line 9, hospitals are required to report the amount of cash and in-kind contributions made to other community groups from worksheet 8.  Similar to our comment on the reporting of community health improvement services, we believe that the definition of “cash and in-kind contributions to community groups” should be expanded to include the full range of potential contributions that might be made by a hospital to other groups. For example, this definition should include: donation of the use of hospital facilities; donation of equipment, supplies or food; donation of personnel; and financial support of community health or educational programs conducted by other organizations. 

6. At line 10, a new category of benefit should be added to reflect community building activities undertaken by nonprofit hospitals. A “community building” category would appropriately include activities that are designed to address some of the root causes of illness and disease and will promote health within the community. For example, community building services might include programs to address public health concerns (e.g., water quality, removal of lead paint in schools or housing) or financial support of low-income housing, job training programs and economic development. 

7. At line 12, a question is posed concerning the preparation of a community benefit report and whether the report is available to the public. While this question is reasonable and appropriate, this section of the schedule should be expanded to allow hospitals to provide additional information regarding its assessment of community needs, the development of a community benefits plan and budget, and whether these plans or reports are reported publicly and, thus, available from a state regulatory agency. In addition, hospitals in a number of states, including Texas, are required by state law to provide a specified level of charity care and other community benefits. An inquiry concerning whether a hospital is in compliance with any state requirements would provide additional information to the public concerning its provision of charity care and community benefits Specifically, we recommend that the following new questions be added to this section of Part I of the schedule:

Does the organization conduct a community needs assessment?

If yes, describe how the organization conducts the assessment 


Does the organization file a community benefits report with a local or state regulatory agency?


If yes, is the organization in compliance with the local or state reporting requirement? 


If yes, identify the agencies to which the report is filed. 


Is the organization required to provide a specified level of charity care and community benefits in order to maintain its tax exemption under state law?


If yes, is the organization is compliance with the state law requirement? 


8. On line 13, hospitals must indicate whether a charity care policy has been adopted by the hospital and then asked to describe the policy. This question is important, but it may not be possible for hospitals to adequately describe the details of its policy in the limited space allotted. In addition, the inquiry concerning any type of aggregate budget cap or limitation on charity care services will be difficult to answer. Due to the complexity of hospital charity care policies, the more appropriate question may be whether the organization makes the policy available to the public and how it is made available. If it is determined that hospitals should be required to describe their charity care policies, we would recommend that part (c) of the question at line 13b be modified to inquire whether the hospital budgets annually for charity care, and that additional lines be provided for hospitals to describe their policy. 

9. Following the questions relating to charity care policies, we believe it is important for a question to be posed concerning any policy that has been established to provide discounted services to uninsured patients.  In Texas and in many other parts of the country, there are many people who are not covered by a governmental or private health insurance program and hospitals provide a significant amount of free or discounted services to these individuals. While these discounted services will not technically qualify as charity care 


since the discount is provided to those patients who exceed the eligibility guidelines set forth in the hospital’s charity care policies, the willingness of nonprofit hospitals to provide services at a discount helps these individuals to gain access to needed services. Specifically, we recommend that the following question be added to this section of Part I of the schedule:

Does the organization have a policy to discount its charges for services to uninsured patients?


If yes, describe. 


Part II – Billing and Collections


In Part II, Section A, hospitals are required to provide information concerning its charges, discounts and anticipated payments from various payor sources. While this information may provide the public with some understanding of a hospital’s payor mix, it has no relation to the providing of community benefits by hospitals and will merely increase the costs incurred by hospitals to complete the schedule. In addition, the proposed classification of patients as “insured” or “uninsured” is not consistent with how hospital billing systems track patients and it will not be possible for hospitals to report data in this manner without changes to these billing systems, which will be expensive and burdensome to implement.  Therefore, we recommend that this section be deleted. 


Part III – Management Companies and Joint Ventures

Part III requires hospitals to provide information concerning management companies or joint ventures that are owned by officers, directors, trustees, key employees or physicians who have staff privileges and which provide specified services. Similar to the question concerning hospital billing and collections, this part is not relevant to the providing of community benefits by hospitals and should be deleted.  In the alternative, this part should be moved to Schedule R and answered by all nonprofit organizations.

Part IV – General Information

For a number of questions in different parts of Schedule H, hospitals are not allotted sufficient space to fully describe its organizational structure, how policies and procedures are established, and the various community benefits provided. This part should be appropriately expanded to allow this type of elaboration by hospitals. Specifically, we recommend that the following new questions be added to Part IV:

Is the organization the parent corporation of a multi-hospital system? 


If yes, does the organization have written policies and procedures governing the activities of the hospitals within the system to ensure that their operations are consistent with the parent organization?

Is the organization a part of multi-hospital system?  

If yes, does the parent corporation have written policies and procedures governing the activities of the organization to ensure that its operations are consistent with the parent corporation? 

Does the hospital have a governing board that establishes written policies and procedures governing the operations and activities of the hospital, including policies relating to charity care and community benefits?

Does the hospital have an open medical staff with privileges available to all qualified physicians in the area?


If no, explain


In addition, question #3 on hospital emergency room policies should be modified. As currently written it is overly broad and would require hospitals to describe every policy and procedure in a very limited amount of space. We recommend that the question be revised as follows:


Does the organization operate an emergency room? 


If yes, is it operated 24 hours a day? 

Other than being at capacity, did your emergency room deny services to anyone who needed services? 


If yes, explain


Finally, we would recommend that a check list of potential community benefits be included at the end of Part IV to allow hospitals the opportunity to provide information on the full range of community benefits being provided. The use of a checklist may be a more effective way to portray this information rather than a general question that asks the hospital to provide any other information that describes how the organization furthers its exempt purpose. 

Comments and Recommended Changes to Schedule J

As discussed above, we recommend that Column E that requires information relating to nontaxable expense reimbursements be deleted from this schedule. Based upon the proposed definition of non-taxable expense reimbursements, the compilation of this information will be extremely burdensome.  In addition, the inclusion of this data may lead the public to incorrect assumptions about amounts paid to certain officials or staff of an organization. In addition, this type of inquiry is addressed in questions #2 and #3 of the schedule that ask about reimbursement policies of the organization. 

Comments and Recommended Changes to Schedule R

Part V of Schedule R requires the disclosure of information among related organizations. For hospitals within a multi-hospital system there are a very significant number of transactions that occur on a regular basis between the various hospitals in the system and the corporate parent. To require information on each of these transactions would be extremely burdensome and would provide the IRS and the public with little useful information. We recommend that the instructions for Schedule R be modified to clarify that Part V does not apply to transactions among related organizations that are wholly owned by a single corporate parent. 

In closing, we would respectfully request that these comments and others submitted by hospitals and hospital associations be carefully considered and that appropriate changes be made to Schedule H and other parts of the Form 990. We hope that our comments and our recommended changes will help improve the quality and usefulness of the form. Should you have any questions concerning our comments, please feel free to contact me at (512) 465-1038. 

Sincerely,


Charles W. Bailey


Charles W. Bailey


Senior Vice President/General Counsel 
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TEXAS HOSPITAL ASSOCIATION

September 12, 2007

ViaElectronic Filing

Mr. Ron Schultz

Internal Revenue Service

Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, DC 20224

Re: Comments on Draft Form 990 and Schedules

On behalf of the Texas Hospita Association and its more than 400 member hospitals, we
appreciate the opportunity to provide comments on the draft Internal Revenue Service Form 990
and related schedules. Our comments will focus on Schedule H for Hospitals; however, we are also
submitting a number of general comments on the core Form 990 and other schedules.

Texas hospitals support the guiding principles upon which the revised Form 990 is based and
commend the IRS for its efforts to update the reporting requirements for tax-exempt organizations.
In 1993, THA and our nonprofit hospital members worked with the Texas Legidature on the
enactment of a comprehensive state law that established new requirements for tax-exempt hospitals
to plan for, provide and report charity care and other community benefits. In many respects, the
proposed Scheduled H incorporates elements of the Texas reporting process. While we are
supportive of those parts of the revised Form 990 and schedules that promote transparency and
compliance, some of the proposed reporting is not relevant to nonprofit hospitals charitable
purpose and will unnecessarily increase the administrative burden associated with completion of
the forms.

Comments and Recommended Changesto Core Form 990

1. Part 1l will require the submission of compensation information on “officers, directors,
trustees, and key employees.” While this is the same group of individuals for whom
information has been collected in the past, the definition of “officer” and “key employee’
isnot clear and has led to confusion and inconsistency in reporting. Historically, some tax-
exempt organizations have taken the position that the term officers include only individuals
appointed by the organization’s board of trustees as “officers’ under state law. Other
organizations have reported all individuals who have an officer title (e.g. vice president,
senior vice president etc.) regardless of whether they have been designated as officers
under state law. The two glossary definitions provided with the revised form do not clearly
specify which of these historical practices is correct. The instructions should be clarified
so that all organizations consistently report officer related information. In addition,



consideration might be given to the establishment of a requirement that a key employee or
officer must be authorized to approve a certain level of expenditure on behalf of the
organization prior to be included in the Part 11 disclosure.

In Part 1l, Section B, an organization is required to indicate on line 8 whether any
individual listed in Section A received more than $250,000 of reportable or other
compensation, including deferred compensation, non-taxable fringe benefits and expense
reimbursements. If so, Schedule J must be completed. We believe that both here, in
establishing the $250,000 threshold, and on Schedule J, only taxable expense
reimbursements should be included. As these terms are defined in the proposed
instructions, every meal served at a lunch meeting attended by an officer would need to be
quantified and reported as an element of compensation. The inclusion of non-taxable
expense reimbursements and non-taxable fringe benefits will significantly increase the
compliance burden on tax-exempt hospitals without providing commensurate benefit to the
public.

In Part 111, an organization is asked on line 3b how many transactions were reviewed under
its conflicts policy. We believe this question should be deleted because answers to this
guestion could be easily misconstrued. If the organization responds that alarge number of
transactions were reviewed, it will be unclear to the public whether the organization is
hyper-diligent and reviews every transaction that remotely raises a conflict issue or that
there are a significant number of true conflicts that should be reviewed. In contrast, if the
answer is zero there may be the perception that the board is failing to review potentia
conflicts. Without the opportunity to explain the context of the answer, we believe that
reporting only the number of transactions reviewed provides no useful information and,
worse, provides information that could be misconstrued. Rather than using this particular
metric as a proxy for the effectiveness of an organization’s conflict of interest policy,
organizations could be asked to disclose the number of individuals that are required to
complete conflict of interest questionnaires/disclosures under the organization’'s conflict of
interest policy.

One of the deficiencies of Form 990 is that it fails to appropriately acknowledge that many
tax exempt entities are a part of a larger corporate structure and that each of the
corporations within this corporate structure is required to file a separate Form 990 and
applicable schedules. This piece meal reporting by the corporate parent and each of the
subsidiary corporations may provide an incomplete picture of the business activities of
these corporations and how they are jointly fulfilling their tax exempt purpose. In addition,
a number of the questions relating to governance, management and financia reporting are
structured in such a manner that a correct answer by a subsidiary corporation will provide
an inaccurate assessment of the governance and oversight of the organization’'s activities.
For example, within a multi-hospital system much of the financial reporting and oversight
of financial statements is done at the corporate parent level and each of the subsidiary
corporations may not have an audit committee. To address this issue, we recommend that
questions be added to Part 111, which will alow organizations to better describe their
governance and management structure. Specifically, we recommend that the following new
questions #8 and #9 be added to Part 111 and the subsequent questions are appropriately re-
numbered. In addition, we recommend that existing question #9, which would be
renumbered as question #11 if the prior recommendation is accepted, be modified to allow
the organization to explain that the audit of financial records is conducted at the corporate
parent level.



8 a Isthe organization the parent corporation within a multi-corporate structure?

b If yes, does the organization have written policies and procedures governing the
activities of the subsidiary corporations to ensure that their operations are consistent
with the organization?

9 a Istheorganization asubsidiary corporation within a multi-corporate structure?

b If yes, does the parent corporation have written policies and procedures governing
the activities of the subsidiary corporation to ensure that their operations are
consistent with the parent corporation?

11 a Doesthe organization have an audit committee?

b If no, isthere an audit committee of a parent corporation that reviews the financial
statements of the organization and other subsidiary corporations?

General Comments on Schedule H - Hospitals

It is our understanding that the American Hospital Association has submitted detailed comments on
Schedule H relating to hospital organizations and the Texas Hospital Association generally
supports those comments. As emphasized in the AHA letter, completion of Schedule H will impose
a new and significant administrative burden on hospitals. In addition, the information requested
fails to provide reviewers with a complete view of the activities of nonprofit hospital systems as
each individual corporate entity within the system must generaly file separately. The lack of a
system filing option may lead the IRS to suspect noncompliance when none was present. Further,
some of the information will be presented in a misleading and overly abbreviated manner that tends
to confuse instead of inform reviewers.

Consistent with the comments received from the AHA, we believe that required use of Schedule H
for the 2008 tax year is unredlistic and that the timeframe for implementation of this schedule
should be extended to tax year 2010. Given the number of concerns and questions that will be
raised concerning Schedule H, it is likely that modifications will need to be made to the
instructions, definitions and worksheets. Even if the IRS finalizes the schedule and related
documents in early 2008, hospitals must be given a reasonable period of time to reconfigure their
financial and data reporting systems and to train staff on completion of the schedules. Second,
Schedule H should be appropriately modified to allow hospitals the opportunity to provide
information on the full range and value of community benefits provided. Whileit is recognized that
the IRS will receive differing positions from the hospital community concerning whether Medicare
underpayments and bad debt should be considered a community benefit, we believe that this data
should be reported to provide a more complete picture of nonprofit hospitals' financial condition
and give the public and policy makers the opportunity to review and consider this information.
Finally, those parts of the schedule that are unrelated to community benefit or compliance should
be deleted or moved to other more appropriate schedules.

Specific Comments and Recommended Changes to ScheduleH
As currently drafted, Schedule H must be completed by any entity that "operates or maintains a

facility to provide hospital or medical care. This question is much too broad and will require
facilities that are not hospitals to complete Schedule H. We believe that the question on Form 990,



Part VII, Line 9, should be reworded as follows: “Does the organization directly operate a
hospital? If yes, complete Schedule H.”

In addition, the term “medical or hospital care” and its definition should be deleted from the
glossary. The glossary term “hospital facility” should be changed to “hospital” and the definition
reworded as follows:

A hospital is a health care organization that has a governing body, an organized medical staff and
professional staff, and inpatient facilities that provides medical, nursing, and related services for ill
and injured patients twenty-four hours per day, seven days per week. A hospital does not include:

e A nursing facility (including a skilled nursing facility, convalescent home, or home for the
aged)

Free-standing outpatient clinic

Community mental health or drug treatment center

Physician group practices/faculty practice plans

Physician offices

Facility for mentally retarded/developmentally disabled

Facility for treating alcohol and drug abuse

Hospital wing of aschool, prison, or convent

In addition, by re-phrasing the question to inquire whether the organization directly operates a
hospital rather than “is the organization a hospital”, the question will include organizations that
operate a hospital and also perform other exempt functions. For example, a private university that
operates a teaching hospital would answer this revised question in the affirmative. If the question
isleft as “is the organization a hospital,” a university might not prepare Schedule H for its teaching
hospital as it might deem itself a school rather than a hospital. Finally, adding the word "directly”
makes clear that "parent" organizations of one or more hospitals would not themselves have to
complete Schedule H.

Part | — Community Benefit Report

1. The collection of data under column headers — (a) Number of activities or programs, and
(b) Persons served — will have limited value in the assessment of a hospital’s provision of
community benefits and based on how the instructions are interpreted there could be
considerable variance in how these data fields are completed by hospitals. Further, it is
uncertain how a hospital would determine the number of persons who were served by or
benefited from a hospital’s education or research activities. However, the required
collection and reporting of this data will increase the costs associated with completion of
the schedule. Therefore, we would recommend that these columns be deleted for this
section of Part |.

Additionally, the methodology used to count persons served is often inconsistent from
hospital to hospital and is very difficult to track. For example, if a single charity patient
visits the hospital five timesin ayear, is that one person served or five? Does it matter if
the five visits are for the same diagnosis or different diagnoses? Some hospitals track
“encounters’ or “discharges’ but even these are not universally defined from hospital to
hospital. Further, neither “persons served” nor the more commonly tracked “encounters’
or “discharges’ make sense for some of the community benefit categories.



2. On line 1, hospitals are required to report the amount of charity care at cost based on the
calculation of this amount in worksheets 1 and 2. Worksheet 2 establishes a complex and
potentially confusing formula for the calculation of a cost-to-charge ratio. While the
formula for the calculation of the ratio was taken from the Catholic Health Association
Guide for Planning and Reporting Community Benefit, there is no guidance in the CHA
Guide or in the IRS instructions for Schedule H on how this worksheet should be
completed. Many of the terms that are to be used in the calculation of adjusted total
operating expenses are undefined and it is questionable whether the various adjustments
should be made in the calculation of thisamount. In addition, it isimportant to note that the
application of a cost-to-charge ratio to the charges applied for charity care services is
intended to provide a proxy for the costs incurred by a hospital in providing these services
and an overly complicated formulais unnecessary and may result inconsistent or inaccurate
reporting of charity care costs. We recommend that the formula for calculation of the ratio
be simplified as follows: ratio = total operating expenses/total gross charges.

3. On line 3, hospitals are required to report the amount of unreimbursed costs from other
governmental programs based on worksheet 3. This worksheet provides that the
unreimbursed amount should be calculated based on information from the hospital’s cost
accounting system or the program cost report. Unlike the Medicaid program, many of the
state or local governmental programs do not utilize a cost report in the determination of
hospital reimbursement rates, and not all hospitals currently have a cost accounting system.
Therefore, we recommend that worksheet 3 be revised to allow the determination of
unreimbursed costs for these other governmental programs to be calculated based on a
cost-to-charge ratio utilized to calculate the unreimbursed cost of charity care. To simplify
the determination of unreimbursed Medicaid costs the same cost-to-charge ratio could be
used for this calculation also.

4. On line 5, hospitals are required to report the amount of community health improvement
services and community benefit operations from worksheet 4. While the instructions state
that community health improvement services extend beyond patient care activities, the
instructions do not clearly indicate what types of services that might be included in this
category of community benefits. Hospitals currently provide a broad range of services to
the communities they serve, including: community health information; education of
patients on specific medical conditions and treatment options, and preventive health
services (i.e,, immunizations, wellness programs, accident prevention, family violence
prevention and counseling). In addition, hospitals expend resources to recruit physicians,
nurses and other health care professionals into their community and the recruitment of
these providers will result in improved access to services and improved community health.
The definition of “community health improvement services’ should be expanded to include
reference to these types of services.

5. On line 9, hospitals are required to report the amount of cash and in-kind contributions
made to other community groups from worksheet 8. Similar to our comment on the
reporting of community health improvement services, we believe that the definition of
“cash and in-kind contributions to community groups’ should be expanded to include the
full range of potential contributions that might be made by a hospital to other groups. For
example, this definition should include: donation of the use of hospital facilities; donation
of equipment, supplies or food; donation of personnel; and financial support of community
health or educational programs conducted by other organizations.



6. At line 10, a new category of benefit should be added to reflect community building
activities undertaken by nonprofit hospitals. A “community building” category would
appropriately include activities that are designed to address some of the root causes of
illness and disease and will promote health within the community. For example,
community building services might include programs to address public health concerns
(e.g., water quality, remova of lead paint in schools or housing) or financial support of
low-income housing, job training programs and economic development.

7. Atline 12, a question is posed concerning the preparation of a community benefit report
and whether the report is available to the public. While this question is reasonable and
appropriate, this section of the schedule should be expanded to alow hospitals to provide
additional information regarding its assessment of community needs, the development of a
community benefits plan and budget, and whether these plans or reports are reported
publicly and, thus, available from a state regulatory agency. In addition, hospitals in a
number of states, including Texas, are required by state law to provide a specified level of
charity care and other community benefits. An inquiry concerning whether a hospital isin
compliance with any state requirements would provide additional information to the public
concerning its provision of charity care and community benefits Specifically, we
recommend that the following new questions be added to this section of Part | of the
schedule:

Does the organization conduct a community needs assessment?
If yes, describe how the organization conducts the assessment

Does the organization file a community benefits report with a local or state regulatory
agency?

If yes, is the organization in compliance with the local or state reporting regquirement?

If yes, identify the agenciesto which the report isfiled.

Is the organization required to provide a specified level of charity care and community
benefits in order to maintain its tax exemption under state law?
If yes, isthe organization is compliance with the state law requirement?

8. On line 13, hospitals must indicate whether a charity care policy has been adopted by the
hospital and then asked to describe the policy. This question isimportant, but it may not be
possible for hospitals to adequately describe the details of its policy in the limited space
allotted. In addition, the inquiry concerning any type of aggregate budget cap or limitation
on charity care services will be difficult to answer. Due to the complexity of hospital
charity care policies, the more appropriate question may be whether the organization
makes the policy available to the public and how it is made available. If it is determined
that hospitals should be required to describe their charity care policies, we would
recommend that part (c) of the question at line 13b be modified to inquire whether the
hospital budgets annually for charity care, and that additional lines be provided for
hospitals to describe their policy.

9. Following the questions relating to charity care policies, we believe it is important for a
guestion to be posed concerning any policy that has been established to provide discounted
services to uninsured patients. In Texas and in many other parts of the country, there are
many people who are not covered by a governmental or private health insurance program
and hospitals provide a significant amount of free or discounted services to these
individuals. While these discounted services will not technically qualify as charity care



since the discount is provided to those patients who exceed the eligibility guidelines set
forth in the hospital’ s charity care policies, the willingness of nonprofit hospitals to provide
services at a discount helps these individuals to gain access to needed services.
Specifically, we recommend that the following question be added to this section of Part |
of the schedule:

Does the organization have a policy to discount its charges for services to uninsured
patients?
If yes, describe.

Part Il — Billing and Collections

In Part I, Section A, hospitals are required to provide information concerning its charges,
discounts and anticipated payments from various payor sources. While this information may
provide the public with some understanding of a hospital’s payor mix, it has no relation to the
providing of community benefits by hospitals and will merely increase the costs incurred by
hospitals to complete the schedule. In addition, the proposed classification of patients as “insured”
or “uninsured” is not consistent with how hospital billing systems track patients and it will not be
possible for hospitals to report data in this manner without changes to these billing systems, which
will be expensive and burdensome to implement. Therefore, we recommend that this section be
deleted.

Part 111 — Management Companies and Joint Ventures

Part 111 requires hospitals to provide information concerning management companies or joint
ventures that are owned by officers, directors, trustees, key employees or physicians who have staff
privileges and which provide specified services. Similar to the question concerning hospital billing
and collections, this part is not relevant to the providing of community benefits by hospitals and
should be deleted. In the alternative, this part should be moved to Schedule R and answered by all
nonprofit organizations.

Part IV — General Information

For a number of questions in different parts of Schedule H, hospitals are not allotted sufficient
spaceto fully describe its organizational structure, how policies and procedures are established, and
the various community benefits provided. This part should be appropriately expanded to allow this
type of elaboration by hospitals. Specifically, we recommend that the following new questions be
added to Part IV:

I's the organization the parent corporation of a multi-hospital system?

If yes, does the organization have written policies and procedures governing the activities of the
hospitals within the system to ensure that their operations are consistent with the parent
organization?

Is the organization a part of multi-hospital system?
If yes, does the parent corporation have written policies and procedures governing the activities of
the organization to ensure that its operations are consistent with the parent corporation?

Does the hospital have a governing board that establishes written policies and procedures
governing the operations and activities of the hospital, including policies relating to charity care
and community benefits?



Does the hospital have an open medical staff with privileges available to all qualified physiciansin
the area?
If no, explain

In addition, question #3 on hospital emergency room policies should be modified. As currently
written it is overly broad and would require hospitals to describe every policy and procedure in a
very limited amount of space. We recommend that the question be revised as follows:

Does the organization operate an emergency room?
If yes, isit operated 24 hours a day?

Other than being at capacity, did your emergency room deny services to anyone who needed
services?
If yes, explain

Finally, we would recommend that a check list of potential community benefits be included at the
end of Part 1V to alow hospitals the opportunity to provide information on the full range of
community benefits being provided. The use of a checklist may be a more effective way to portray
this information rather than a general question that asks the hospital to provide any other
information that describes how the organization furthers its exempt purpose.

Comments and Recommended Changesto Schedule J

As discussed above, we recommend that Column E that requires information relating to nontaxable
expense reimbursements be deleted from this schedule. Based upon the proposed definition of non-
taxable expense reimbursements, the compilation of this information will be extremely
burdensome. In addition, the inclusion of this data may lead the public to incorrect assumptions
about amounts paid to certain officials or staff of an organization. In addition, thistype of inquiry is
addressed in questions #2 and #3 of the schedule that ask about reimbursement policies of the
organization.

Comments and Recommended Changesto Schedule R

Part V of Schedule R requires the disclosure of information among related organizations. For
hospitals within a multi-hospital system there are a very significant number of transactions that
occur on a regular basis between the various hospitals in the system and the corporate parent. To
require information on each of these transactions would be extremely burdensome and would
provide the IRS and the public with little useful information. We recommend that the instructions
for Schedule R be modified to clarify that Part V does not apply to transactions among related
organizations that are wholly owned by a single corporate parent.

In closing, we would respectfully request that these comments and others submitted by hospitals
and hospital associations be carefully considered and that appropriate changes be made to Schedule
H and other parts of the Form 990. We hope that our comments and our recommended changes will
help improve the quality and usefulness of the form. Should you have any questions concerning our
comments, please feel free to contact me at (512) 465-1038.

Sincerely,
Charles W. Bailey

CharlesW. Bailey
Senior Vice President/General Counsel



From: mcphersonbruce@aol.com

To: *TE/GE-EO-F990-Revision;
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Subject: Comments on the IRS Proposed Form 990 Redesign
Date: Wednesday, September 12, 2007 10:20:57 AM

Attachments: AllianceComments-IRSProposedForm990Redesign.doc

Attached please find the comments of the Alliance for Advancing Nonprofit
Health Care, which represents all types of nonprofit health care organizations, on
your proposed Form 990 redesign.

We appreciate the opportunity to comment. The IRS is to be commended for this
major and complex undertaking. It is a good beginning, we believe, but there are
many areas where significant improvements are needed. We urge that
implementation be delayed a year to provide both the IRS and exempt
organizations the time they need to accomplish this major reform in an efficient
and effective manner.

We would be pleased to work with you on any and all of the areas of concern
noted in the attached.

Thank you.
Bruce

Bruce McPherson

President & CEO

Alliance for Advancing Nonprofit Health Care
PO Box 41015

Washington, DC 20018

877-299-6497

301-467-8014 (cell)
www.nonprofithealthcare.org

Email and AIM finally together. You've gotta check out free AOL Mail!
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Subject: Comments on the Proposed Form 990 Redesign

The Alliance for Advancing Nonprofit Health Care, representing all types of nonprofit health care providers and health plans, appreciates the opportunity to provide these comments on the proposed Form 990 redesign. 


We commend the Internal Revenue Service (IRS) for this major, complex undertaking, and overall, we view the proposal in its entirety as a good first effort. Notable positive changes include but are not limited to:

· Creation of a Schedule H for more uniform reporting by nonprofit hospitals on the community benefits they provide, using as a foundation guidance developed by the Catholic Health Association (CHA) and VHA, Inc. We are also pleased that this Schedule includes a question where the organization can report other, including non-quantifiable, community benefits furthering its exempt purpose.

· Creation of a Core Form that includes information on the filing organization’s mission and achievements and that provides a reasonably structured, high-level, overview of the organization.

We recognize the extremely difficult balancing act involved in trying to meet all three of your stated goals: improving transparency, promoting compliance, and minimizing reporting burdens. We applaud those goals. In fact, we support some additional reporting burdens on nonprofit health care organizations, especially nonprofit hospitals, to achieve the other two goals. However, some of the reporting burdens being proposed are excessive. Many of the new questions and instructions are ambiguous, and some embody metrics (e.g., numbers, percentages) that could easily be misinterpreted. Some questions appear to be indirectly implying a new IRS policy regarding desirable or undesirable behavior, and if that is the case, the IRS needs to come forward with explicit proposed new compliance guidelines for public comment before querying such areas in a redesigned Form 990. In other cases, more space is needed for an answer or a means should be provided for the organization to attach documents or link the reader to documents on the organization’s web site.

We are also very concerned about the implementation timing for the redesigned Form 990, as well as any restrictions that may be contemplated on the ability of parent organizations to file in an aggregated manner.

Implementation Timing

The IRS has indicated the intent to use the redesigned Form 990 for the 2008 tax year (returns filed in 2009). That time frame is wholly unrealistic and inappropriate, given the time it will take for the IRS to analyze all the comments and make all the appropriate changes in the documents, and then for all nonprofit health care and other exempt organizations to make all of the necessary changes in their own internal financial and other data record-keeping. At a minimum, the redesign should be delayed until the 2009 tax year (forms filed in 2010), especially for all of the new forms and schedules and those that are undergoing major change.

Filing Entity

Parent organization filers with multiple entities under a single EIN should continue to be given the option of filing as an aggregate entity or filing separately for each of its component entities, whichever way they believe will better inform the public about their organizations. For those filing in aggregate, the IRS always has the option of requesting information on the individual component entities.

Core Form

The term “significant” in Question 2 of Part I (list the three most significant activities) requires clarification. Does the IRS intend that the organization base significance on some particular criterion or criteria? Question 2 in Part IX (statement of the most significant program service accomplishments) should be moved to the Part I Summary, which is the section which the general public is most likely to read. Also, more space should be provided for the organization to describe both its three most significant activities and its most significant program service accomplishments. In addition, the references to “Code” in Question 2 of Part I and “Activity Code” in 3a, b and c of Part IX should be explained or deleted.

Unless there is a specific need for Question 5 of Part I (asking for the total number of employees), which has not been explained, it should be deleted.

In Question 6 of Part I and Question 2 of Section A of Part II, the compensation threshold for reporting numbers of individuals should be changed to at least $150,000 (from $100,000) or indexing this threshold across area labor markets and organization sizes to enhance its relevance, thereby (a) simplifying reporting; (b) focusing on the individuals for which detailed information is sought in Schedule J; and (c) recognizing appropriate compensation levels for large, complex, and/or urban nonprofits.  The raw number of persons earning over $100,000 provides no meaningful information. 


Question 8b in Part I should be deleted, because the percentage of total revenues related to leadership compensation is ambiguous at best, and irrelevant at worst.  The percentage will vary so widely over the diverse universe of nonprofits as to be meaningless and could lead readers to draw unwarranted conclusions.  


Questions 9 through 24 of Part I and Schedule D (Financial Statements), as well as the instructions related thereto, should be revised such that all of the financial information requested will be wholly compliant with Generally Accepted Accounting Principles (GAAP). Meaningful comparisons will not be possible without compliance with GAAP, which encompasses rigorous requirements on content and presentation and is well understood by most providers and users of financial information. It makes no common sense to use any other basis for Form 990 reporting of financial information.

No rationale is provided for separating out gaming from other fundraising in questions 25 and 26 of Part I. Also, either column (iv), requesting a percentage, should be eliminated or space should be provided for comments, as a low percentage could be erroneously perceived as poor performance. For instance, in the early stages of a major, multi-year capital fundraising campaign, expenses will tend to be higher in relation to donations.

Language should be added to Section A of Part II stating that Schedule J must be completed for all persons listed in Section A. The request in Section A of Part II for “City and State of Residence” should be deleted to protect the safety and security privacy rights of these individuals.  If the IRS can provide a reasonable justification for this information, such information should be requested  through some other means that will not be made public.


Question 5 in Section B of Part II should be reworded to apply to only current officers, directors and key employees, as it is unreasonable to expect that a nonprofit organization will have or could reasonably obtain such relationship information about all former officers, directors and key employees over the past five years. In addition, the term “business relationship with any other person listed in Section A” requires clarification, as it could be broadly interpreted to include such transactions as the purchase of goods or services by one board member or employee from a banker, car dealer, or a utility company CEO who is a member of the board, which we do not believe is the IRS’ intent.

Question 6 in Section B of Part II also appears to seek information that the organization is unlikely to have or could not reasonably be expected to obtain. Perhaps it could be reworded to read:  “Did the organization enter into an arrangement with another organization for compensation of one of its officers or directors for services rendered to the filing organization?  If yes, include these individuals on Schedule J.”  

Questions 7 and 8 in Section B of Part II are unnecessary and should be deleted. 

In various parts of the Core Form related to compensation and Schedule J, and the instructions related thereto, there should be one clearly defined, consistently used, set of  terms for officers, directors, key employees and disqualified persons. Moreover, the definition of officers in the glossary is unnecessarily and inappropriately broad, and should be confined to corporate officers as designated in governance documents and any applicable state laws.

In Part III a number of questions are ambiguous, a new proposed IRS policy appears to be implied, and/or the responses could be misinterpreted. In particular:

· Question 3a should be reworded because it does not indicate if such a policy is for employees and/or board members. We recommend the following language: “Does the organization have a conflict of interest policy or policies for both employees and board members?”.

· A “0” answer to Question 3b could indicate that the filing organization had no potential conflicts of interest in the filing year – good – or that the organization failed to implement its policy – bad.  This question should be deleted. 

· The basic rationale for question 8 is unclear, as is the term ‘prepare”. This question should be deleted or replaced by the question that is currently asked, “Who is responsible for your financial records?”.

· The term “reviews” is unclear in Question 10. Is the IRS asking whether, or implying that the organization should, have all board members review in advance the entire Form 990, that a line-by-line presentation of the proposed filing be made at a board meeting, that some committee review the entire proposed filing, etc? If the question is to be retained, it should be reworded to ask “How was the organization’s governance involved in review of information to be included in Form 990 before it was filed?”. Space should be left for the organization to reply accordingly.

· Question 11 inappropriately conveys the impression that a nonprofit’s governing documents, conflict of interest policy, and audit report should necessarily be made public when there is no legal obligation to do so. It also fails to provide appropriate guidance to filing organizations regarding how certain available documents, such as the 990, must be made public. In addition, it places an inappropriate burden on the filing organization to attempt to identify what “other website(s)” the documents appear on. This question should be revised to ask about Form 990 and Form 990-T per se, with the answer options revised as follows:

· delete “n/a”;


· “organization’s website” 


· delete “other website”


· “office”


· “other ___________________” 

Question 18 of Part V should be either deleted or revised and moved to Schedule C where it could be properly addressed. The question asks about “travel or entertainment expenses” for any federal, state or local public official but those terms are not well defined.  Both federal and certain states’ laws expressly permit elected officials to accept complimentary tickets to charitable events that may include entertainment.  Does the IRS anticipate that the cost of such complimentary tickets (above the individual $200/aggregate $1,000 expenditure limits) should be included in the answer to this question? A better approach might be to require reporting of all expenditures that have been reported for the calendar year to federal, state, and local government lobbying oversight agencies.  Otherwise, guidance is needed on how to calculate the value of complimentary tickets.


Question 21 in Part V, payments to affiliates, needs to be clarified. Large organizations typically have numerous shared services between linked entities that flow through intercompany accounts. Quantification of these transactions in aggregate would be meaningless.


In question 8a of Part VII, the term “substantial part” of exemption operations needs to be clarified.


Schedule C

Given that federal, state, and local government definitions related to, and thresholds for, lobbying activity differ, and that a principal consideration behind the Form 990 revision is to minimize the burden on filing organizations, Schedule C should be revised to require reporting of all lobbying expenditures that have been reported for the calendar year to federal, state, and local government lobbying oversight agencies.


Schedule H

The proposed Core Form, Schedule H and the Glossary provide conflicting language regarding the types of tax-exempt health care providers that would be required to complete Schedule H. The language in all these documents should be modified to clearly and consistently indicate that Schedule H applies only to organizations providing hospital inpatient acute care services
. The following specific language changes should be made:


· Delete “medical care” in question 9 of Part IV of the Core Form

· Replace the language in the Glossary and in instructions for Schedule H stating that “medical or hospital care … includes the type of care provided by hospitals, rehabilitation institutions, outpatient clinics, skilled nursing facilities, and community mental health or drug treatment centers … (and) that treat any physical or mental disability or condition, whether on an inpatient or outpatient basis” with the following language:

· “A facility that provides hospital care is one that provides emergency and inpatient acute care whose length of stay is not limited by statute or rule”  or

· “A facility that treats any physical or mental disability or condition on an inpatient acute care basis.  Such facilities include those operated by non-medical organizations (e.g., colleges, prisons). 


Schedule H should add from Form 1023, Application for Recognition of Tax-Exempt Status, Schedule C, the traditional factors considered for compliance related to emergency room operation, governance, open medical staff, etc.  


Community-building/community development initiatives should be specified as an additional separate category of community benefit, using the definitions and examples for this category developed as guidelines by the CHA and VHA, Inc. Such initiatives can be critical to preventing illness and improving the overall health and well-being of the community, and must not be ignored in assessing the social value and performance of the organization.

Underpayments by the Medicare Program should be as reportable as a community benefit any other other government program underpayments. The American Hospital Association estimates that aggregate Medicare payments are about 92% of costs, with almost 70% of hospitals experiencing Medicare losses. If the system were fair, one would not expect such a high percentage of hospitals experiencing losses. Moreover, if the system were fair, the Center for Medicare and Medicaid Services would not have needed to undertake its current initiative to significantly reform the DRG patient classification system.


Part II of this Schedule, labeled Billing and Collections, needs to be substantially revised. The table under Section A asks for data that is irrelevant and that would be extremely difficult for any hospital to provide. This Part, as well as questions 13a and b under Part I and Question 2 under Part IV, should be deleted in favor of two basic questions:

· Does the organization have a written billing and collections policy, including the provision of financial assistance for those unable to pay?


· How does the organization make known such a policy to patients and the broader community? 

Part II, Management Companies and Joint Ventures, does not belong in this Schedule. If the information is needed, it should be integrated into the Core Form or Schedule R and made applicable to all tax-exempt organizations required to file Form 990.

Schedule J

This schedule and its instructions need to be revised to eliminate the possibility of “double-counting” deferred compensation across time periods. 

In addition, the terminology in questions 4 and 5 regarding “pay determined in whole or in part by the revenues or net earnings” is unclear. Such questions should not be included in Form 990 documents unless and until the IRS has issued clear guidelines on what specific types of arrangements it believes should and should not be allowed in exempt organizations.

Schedule K

This schedule requires extensive information for each outstanding bond issue in excess of $100,000 on the last day of the taxable year, some of which is already available through Form 8038 which is filed when bonds are issued. Moreover, it would be extremely costly if not impossible to obtain all of the information requested on past bond issuances, as organizations were unaware that such information would ever be required to be reported to the IRS. Accordingly, the new reporting requirements should only apply to bonds being issued after organizations became aware of the IRS intent in this regard.

Conclusion


We fully appreciate the magnitude of the challenge you have undertaken, and are eager to work with you in making the final product the best it can be to achieve the three stated goals. 

Sincerely,


Bruce McPherson

Bruce McPherson


President and CEO

� For instance, nonprofit nursing facilities and hospitals operate under different IRS revenue rulings and requirements for federal tax exemption.  The revenue ruling that is  the basis of the community benefit standard for hospitals (69-545), and the proposed Schedule H, is not relevant to nursing facilities and elderly housing.  The revenue rulings that guide federal tax exemption for nursing homes and 



elderly housing (72-124 and 79-18) do not include the community benefit requirements of hospitals.  Moreover, hospitals and long term care facilities are serving a different need and purpose.  Schedule H is designed for hospitals, not home health agencies, community health centers, or long term care facilities. In addition, public concerns giving rise to Schedule H have been restricted to nonprofit hospital community benefit practices.
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Washington, DC 20224

Subject: Comments on the Proposed Form 990 Redesign

The Alliance for Advancing Nonprofit Health Care, representing all types of nonprofit
health care providers and health plans, appreciates the opportunity to provide these
comments on the proposed Form 990 redesign.

We commend the Internal Revenue Service (IRS) for this major, complex undertaking,
and overall, we view the proposal in its entirety as a good first effort. Notable positive
changes include but are not limited to:

e Creation of a Schedule H for more uniform reporting by nonprofit hospitals on the
community benefits they provide, using as a foundation guidance developed by
the Catholic Health Association (CHA) and VHA, Inc. We are also pleased that
this Schedule includes a question where the organization can report other,
including non-quantifiable, community benefits furthering its exempt purpose.

e Creation of a Core Form that includes information on the filing organization’s
mission and achievements and that provides a reasonably structured, high-level,
overview of the organization.

We recognize the extremely difficult balancing act involved in trying to meet all three of
your stated goals: improving transparency, promoting compliance, and minimizing
reporting burdens. We applaud those goals. In fact, we support some additional reporting
burdens on nonprofit health care organizations, especially nonprofit hospitals, to achieve
the other two goals. However, some of the reporting burdens being proposed are
excessive. Many of the new questions and instructions are ambiguous, and some embody
metrics (e.g., numbers, percentages) that could easily be misinterpreted. Some questions
appear to be indirectly implying anew IRS policy regarding desirable or undesirable



behavior, and if that is the case, the IRS needs to come forward with explicit proposed
new compliance guidelines for public comment before querying such areasin a
redesigned Form 990. In other cases, more space is needed for an answer or a means
should be provided for the organization to attach documents or link the reader to
documents on the organization’s web site.

We are also very concerned about the implementation timing for the redesigned Form
990, aswell as any restrictions that may be contemplated on the ability of parent
organizationsto file in an aggregated manner.

| mplementation Timing

The IRS has indicated the intent to use the redesigned Form 990 for the 2008 tax year
(returnsfiled in 2009). That time frame is wholly unrealistic and inappropriate, given the
time it will take for the IRS to analyze all the comments and make all the appropriate
changes in the documents, and then for all nonprofit health care and other exempt
organizations to make all of the necessary changesin their own internal financial and
other data record-keeping. At a minimum, the redesign should be delayed until the 2009
tax year (formsfiled in 2010), especialy for al of the new forms and schedules and those
that are undergoing major change.

Filing Entity

Parent organization filers with multiple entities under asingle EIN should continue to be
given the option of filing as an aggregate entity or filing separately for each of its
component entities, whichever way they believe will better inform the public about their
organizations. For those filing in aggregate, the IRS always has the option of requesting
information on the individual component entities.

Core Form

Theterm “significant” in Question 2 of Part | (list the three most significant activities)
requires clarification. Does the IRS intend that the organization base significance on
some particular criterion or criteria? Question 2 in Part 1X (statement of the most
significant program service accomplishments) should be moved to the Part | Summary,
which is the section which the general public is most likely to read. Also, more space
should be provided for the organization to describe both its three most significant
activities and its most significant program service accomplishments. In addition, the
referencesto “ Code” in Question 2 of Part | and “Activity Code” in 3a, b and ¢ of Part IX
should be explained or del eted.

Unless thereis a specific need for Question 5 of Part | (asking for the total number of
employees), which has not been explained, it should be deleted.

In Question 6 of Part | and Question 2 of Section A of Part |1, the compensation threshold
for reporting numbers of individuals should be changed to at least $150,000 (from



$100,000) or indexing this threshold across area labor markets and organization sizes to
enhance its relevance, thereby (a) simplifying reporting; (b) focusing on the individuals
for which detailed information is sought in Schedule J; and (C) recognizing appropriate
compensation levels for large, complex, and/or urban nonprofits. The raw number of
persons earning over $100,000 provides no meaningful information.

Question 8b in Part | should be deleted, because the percentage of total revenues related
to leadership compensation is ambiguous at best, and irrelevant at worst. The percentage
will vary so widely over the diverse universe of nonprofits as to be meaningless and
could lead readers to draw unwarranted conclusions.

Questions 9 through 24 of Part | and Schedule D (Financial Statements), as well as the
instructions related thereto, should be revised such that all of the financia information
requested will be wholly compliant with Generally Accepted Accounting Principles
(GAAP). Meaningful comparisons will not be possible without compliance with GAAP,
which encompasses rigorous requirements on content and presentation and is well
understood by most providers and users of financial information. It makes no common
sense to use any other basis for Form 990 reporting of financial information.

No rationaleis provided for separating out gaming from other fundraising in questions 25
and 26 of Part |. Also, either column (iv), requesting a percentage, should be eliminated
or space should be provided for comments, as alow percentage could be erroneously
perceived as poor performance. For instance, in the early stages of a major, multi-year
capital fundraising campaign, expenses will tend to be higher in relation to donations.

Language should be added to Section A of Part |1 stating that Schedule J must be
completed for al persons listed in Section A. The request in Section A of Part Il for “City
and State of Residence” should be deleted to protect the safety and security privacy rights
of theseindividuals. If the IRS can provide areasonable justification for this
information, such information should be requested through some other means that will
not be made public.

Question 5 in Section B of Part 11 should be reworded to apply to only current officers,
directors and key employees, asit is unreasonable to expect that a nonprofit organization
will have or could reasonably obtain such relationship information about all former
officers, directors and key employees over the past five years. In addition, the term
“business relationship with any other person listed in Section A” requires clarification, as
it could be broadly interpreted to include such transactions as the purchase of goods or
services by one board member or employee from a banker, car dealer, or a utility
company CEO who isamember of the board, which we do not believe isthe IRS' intent.

Question 6 in Section B of Part 11 also appears to seek information that the organization is
unlikely to have or could not reasonably be expected to obtain. Perhapsit could be
reworded to read: “Did the organization enter into an arrangement with another
organization for compensation of one of its officers or directors for services rendered to
the filing organization? If yes, include these individuals on Schedule J.”

Questions 7 and 8 in Section B of Part 11 are unnecessary and should be deleted.



In various parts of the Core Form related to compensation and Schedule J, and the
instructions related thereto, there should be one clearly defined, consistently used, set of
termsfor officers, directors, key employees and disqualified persons. Moreover, the
definition of officersin the glossary is unnecessarily and inappropriately broad, and
should be confined to corporate officers as designated in governance documents and any
applicable state laws.

In Part 111 anumber of questions are ambiguous, a new proposed |RS policy appears to
be implied, and/or the responses could be misinterpreted. In particular:

¢ Question 3a should be reworded because it does not indicate if such apolicy isfor
employees and/or board members. We recommend the following language: “Does
the organization have a conflict of interest policy or policies for both employees
and board members?’.

e A *“0” answer to Question 3b could indicate that the filing organization had no
potential conflicts of interest in the filing year — good — or that the organization
failed to implement its policy — bad. This question should be deleted.

e Thebasic rationale for question 8 is unclear, asisthe term ‘prepare’. This
guestion should be deleted or replaced by the question that is currently asked,
“Who isresponsible for your financial records?’.

e Theterm“reviews’ isunclear in Question 10. Isthe IRS asking whether, or
implying that the organization should, have all board members review in advance
the entire Form 990, that a line-by-line presentation of the proposed filing be
made at a board meeting, that some committee review the entire proposed filing,
etc? If the question isto be retained, it should be reworded to ask “How was the
organization’s governance involved in review of information to be included in
Form 990 before it was filed?’. Space should be |eft for the organization to reply
accordingly.

e Question 11 inappropriately conveys the impression that a nonprofit’s governing
documents, conflict of interest policy, and audit report should necessarily be made
public when thereis no legal obligation to do so. It aso failsto provide
appropriate guidance to filing organizations regarding how certain available
documents, such as the 990, must be made public. In addition, it places an
inappropriate burden on the filing organization to attempt to identify what “ other
website(s)” the documents appear on. This question should be revised to ask
about Form 990 and Form 990-T per se, with the answer options revised as
follows:

delete“n/a’;

“organization’ s website’

delete “other website”

“office”

“other ”

Question 18 of Part V should be either deleted or revised and moved to Schedule C where
it could be properly addressed. The question asks about “travel or entertainment



expenses’ for any federal, state or local public official but those terms are not well
defined. Both federal and certain states' laws expressly permit elected officials to accept
complimentary tickets to charitable events that may include entertainment. Doesthe IRS
anticipate that the cost of such complimentary tickets (above the individual
$200/aggregate $1,000 expenditure limits) should be included in the answer to this
guestion? A better approach might be to require reporting of all expenditures that have
been reported for the calendar year to federal, state, and local government |obbying
oversight agencies. Otherwise, guidance is needed on how to calculate the value of
complimentary tickets.

Question 21 in Part V, payments to affiliates, needs to be clarified. Large organizations
typically have numerous shared services between linked entities that flow through
intercompany accounts. Quantification of these transactions in aggregate would be
meaningless.

In question 8a of Part VI, the term “substantial part” of exemption operations needs to be
clarified.

Schedule C

Given that federal, state, and local government definitions related to, and thresholds for,
lobbying activity differ, and that a principa consideration behind the Form 990 revision
isto minimize the burden on filing organizations, Schedule C should be revised to require
reporting of all lobbying expenditures that have been reported for the calendar year to
federal, state, and local government lobbying oversight agencies.

Schedule H

The proposed Core Form, Schedule H and the Glossary provide conflicting language
regarding the types of tax-exempt health care providers that would be required to
complete Schedule H. The language in all these documents should be modified to clearly
and consistently indicate that Schedule H applies only to organizations providing hospital
inpatient acute care services'. The following specific language changes should be made:

e Deélete“medical care” in question 9 of Part IV of the Core Form

¢ Replace the language in the Glossary and in instructions for Schedule H stating
that “medical or hospital care ... includes the type of care provided by hospitals,
rehabilitation institutions, outpatient clinics, skilled nursing facilities, and

1 For instance, nonprofit nursing facilities and hospitals operate under different IRS revenue rulings and
requirements for federal tax exemption. The revenueruling that is the basis of the community benefit
standard for hospitals (69-545), and the proposed Schedule H, is not relevant to nursing fecilities and
elderly housing. The revenue rulings that guide federal tax exemption for nursing homes and

elderly housing (72-124 and 79-18) do not include the community benefit requirements of hospitals.
Moreover, hospitals and long term care facilities are serving a different need and purpose. Schedule H is
designed for hospitals, not home health agencies, community health centers, or long term care facilities. In
addition, public concerns giving rise to Schedule H have been restricted to nonprofit hospital community
benefit practices.



community mental health or drug treatment centers ... (and) that treat any
physical or mental disability or condition, whether on an inpatient or outpatient
basis’ with the following language:

o “A facility that provides hospital careisone that provides emergency and
inpatient acute care whose length of stay isnot limited by statute or rule”
or

o “A facility that treats any physical or mental disability or condition on an
inpatient acute care basis. Such facilities include those operated by non-
medical organizations (e.g., colleges, prisons).

Schedule H should add from Form 1023, Application for Recognition of Tax-Exempt
Status, Schedule C, the traditional factors considered for compliance related to
emergency room operation, governance, open medical staff, etc.

Community-building/community development initiatives should be specified as an
additional separate category of community benefit, using the definitions and examples for
this category developed as guidelines by the CHA and VHA, Inc. Such initiatives can be
critical to preventing illness and improving the overall health and well-being of the
community, and must not be ignored in assessing the social value and performance of the
organization.

Underpayments by the Medicare Program should be as reportable as a community benefit
any other other government program underpayments. The American Hospital Association
estimates that aggregate Medicare payments are about 92% of costs, with almost 70% of
hospitals experiencing Medicare losses. If the system were fair, one would not expect
such a high percentage of hospitals experiencing losses. Moreover, if the system were
fair, the Center for Medicare and Medicaid Services would not have needed to undertake
its current initiative to significantly reform the DRG patient classification system.

Part I of this Schedule, labeled Billing and Collections, needs to be substantially revised.
The table under Section A asksfor datathat isirrelevant and that would be extremely
difficult for any hospital to provide. This Part, as well as questions 13aand b under Part |
and Question 2 under Part IV, should be deleted in favor of two basic questions:

e Does the organization have awritten billing and collections policy, including the
provision of financial assistance for those unable to pay?

e How does the organization make known such a policy to patients and the broader
community?

Part 11, Management Companies and Joint Ventures, does not belong in this Schedule. If
the information is needed, it should be integrated into the Core Form or Schedule R and
made applicable to all tax-exempt organizations required to file Form 990.



Schedule J

This schedule and itsinstructions need to be revised to eliminate the possibility of
“double-counting” deferred compensation across time periods.

In addition, the terminology in questions 4 and 5 regarding “pay determined in whole or
in part by the revenues or net earnings’ is unclear. Such questions should not be included
in Form 990 documents unless and until the IRS has issued clear guidelines on what
specific types of arrangements it believes should and should not be allowed in exempt
organizations.

Schedule K

This schedule requires extensive information for each outstanding bond issue in excess of
$100,000 on the last day of the taxable year, some of which is aready available through
Form 8038 which is filed when bonds are issued. Moreover, it would be extremely costly
if not impossible to obtain all of the information requested on past bond issuances, as
organizations were unaware that such information would ever be required to be reported
to the IRS. Accordingly, the new reporting requirements should only apply to bonds
being issued after organizations became aware of the IRS intent in this regard.

Conclusion

We fully appreciate the magnitude of the challenge you have undertaken, and are eager to
work with you in making the final product the best it can be to achieve the three stated
goals.

Sincerely,

Bruce McPherson

Bruce McPherson
President and CEO
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NaTtionaL Association oF Ursan HospiTaLs

Private Safety-Net Hospitals Caring for Needy Communities

September 12, 2007

Internal Revenue Service

Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, D.C. 20224

Subject: Comments on Proposed Form 990 and Schedule H

To Whom it May Concern:

I am writing on behalf of the National Association of Urban Hospitals (NAUH) to convey our views on the
proposed Form 990 and Schedule H.

NAUH supports the concept of holding hospitals to a reasonable community benefit standard in exchange for
their tax-exempt status. We do have a few concerns, however, about the manner in which the Internal
Revenue Service (IRS) proposes evaluating hospitals to ensure that they truly deserve their non-profit status,
and we outline those concerns below.

Bad Debt Should be Considered a Community Benefit
NAUH strongly believes that hospitals’ bad debt should be considered a community benefit.

In most of the business world, bad debt consists of bills that customers are able to pay but refuse to pay. In
the hospital industry, however, the vast majority of bad debt consists of bills that customers — patients — truly
are unable to pay. The Congressional Budget Office (CBO) agrees, noting in its 2006 report Nonprofit
Hospitals and the Provision of Community Benefits that two separate studies show that “the great majority of
bad debt was attributable to patients with incomes below 200% of the federal poverty line.” The CBO also
concluded that its findings “support the validity of the use of uncompensated care [bad debt and charity care]
as a measure of community benefit.”

The patients who are responsible for most of hospitals’ bad debt typically are medically indigent: employed
but at low-paying jobs with no health insurance, living from paycheck to paycheck without the means to
afford insurance on their own. They are working-class and middle-class Americans, ineligible for Medicaid
yet unable to afford health insurance without their employers’ assistance. The majority of these people do not
have the means to pay their hospital bills, and stories about hospitals’ attempts to collect such debts
occasionally become headline news, evoking public outrage and inspiring critics, including many public
officials, to urge hospitals to be less aggressive in their efforts to collect payments from such individuals.

When patients present themselves for care, hospitals do not always receive enough information to determine
immediately whether they should be recipients of charity care — a possible designation for many patients
whose bills ultimately become bad debt. Many such patients do not want to complete forms and do not want
to be stigmatized by the notion that they are recipients of charity care. These patients often understand that
legally, hospitals cannot turn them away in times of medical emergency. Some might even be eligible for

21351 Gentry Drive - Suite 210 - Sterling, VA 20166 - (703) 444-0989 -« Fax: (703) 444-3029
www.nauh.org
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Medicaid or their state’s children’s health insurance program but will not cooperate with hospital personnel
trying to enroll them. Similarly, hospitals know that some of their patients cannot afford to pay for certain
aspects of their care — and many of these patients know that the hospitals know. Non-profit hospitals
consistently provide this care anyway. According to current accounting standards, hospitals are required to
classify patients when they present for care, so learning afterward that a patient does not have the means to
pay for care or will not cooperate with efforts to enroll them in Medicaid or a state children’s health insurance
program cannot lead to their reclassification as recipients of charity care; their unpaid bills for this care must
be written off as bad debt.

Medicare actually fosters this approach, requiring hospitals to classify some elderly patients as bad debt
immediately if they intend to seek Medicare bad debt reimbursement. Many Medicare patients are dually
eligible for government assistance with their health care — that is, they are eligible both for Medicare and for
Medicaid — and cannot afford to pay their co-payments and deductibles. Such lost income is clearly charity
care in the sense that the patients cannot afford the payments, and it should be counted toward hospitals’
community benefit. Medicare, however, requires it to be classified as bad debt — even though hospitals know,
from the start, that these patients cannot pay and that Medicare will reimburse them for only 70 percent of this
bad debt.

NAUH recognizes that for-profit hospitals also provide charity care and incur bad debt, but there is a
fundamental and significant difference between the efforts of non-profit and for-profit hospitals. For-profit
hospitals routinely limit their enterprises to communities with the highest proportions of insured patients and
routinely close hospitals and abandon communities that fall upon hard times. Mission-driven non-profit
hospitals, on the other hand, make it a practice to serve low-income and medically underserved Americans; to
remain in those communities during the hardest of times; and to find ways to deliver care even though they
will have to provide millions in charity care, and incur millions in bad debt, to do so. There is no rush within
the for-profit hospital industry to serve low-income communities — no rush to establish new hospitals in
places like Detroit and Newark and Camden and Washington, D.C. Instead, for-profit corporations gladly
leave such endeavors to their non-profit counterparts. By virtue of their business strategies, for-profit
hospitals, even though they deliver care that results in bad debt, conduct their business in a manner that
manages to limit their exposure to potential bad debt. Non-profit hospitals, on the other hand, consistently
locate — and remain — in areas where human needs are greatest. Unlike for-profit hospitals, which grudgingly
acknowledge that they will not be paid for all the care they provide, non-profit hospitals consistently, and at
great financial risk to their institutions, reach out to the underserved, fully aware that many of those
underserved people will not be able to pay for their care.

Alongside charity care, bad debt serves as the heart of what these mission-driven organizations bring to their
communities. Bad debt, like all uncompensated care, is an unmistakable community benefit that we believe
should be recognized and acknowledged when considering hospitals’ tax-exempt status.

Delay Implementation of the New Schedule H

Regardless of the form that Schedule H ultimately takes, NAUH urges the IRS to delay its implementation
until 2010. The reporting requirements will be new, they will be significant, and they will border on onerous.
They will require a good deal of time, effort, and investment in technology, and NAUH fears that such quick
implementation could lead to well-intended but inaccurate reporting. Implementing these new reporting
requirements in 2008 would impose a major burden on all hospitals — especially since the form is not
expected to be finalized and made official until mid-2008. Consequently, NAUH urges the IRS to delay the
schedule’s introduction for two years and give hospitals an opportunity to prepare for this new, major
reporting requirement.
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Other Selected Concerns

NAUH has other concerns that we would like to bring to the IRS’s attention for further consideration and
study.

1. Some of the instructions and definitions for Schedule H are, in our view, insufficiently clear. NAUH
urges the IRS to work with hospital industry representatives to improve both the form’s instructions
and its definitions before finalizing the schedule and its supporting documentation.

2. In particular, the instructions accompanying the draft of Schedule H are not clear about how multi-
hospital health systems and multi-campus hospitals should report their data. NAUH urges the IRS to
allow multi-campus hospitals and multi-hospital health systems to decide on their own whether to
report the required data on an aggregated, hospital-wide basis or on an individual campus or hospital
basis. Some such institutions aggregate their accounting and some do it separately, and we believe it
would be burdensome to compel any of them change their accounting systems for this purpose alone.

3. While NAUH supports the federal government’s effort to ensure that hospitals that enjoy tax-exempt
status truly deserve that status, we believe the data collected on Schedule H should be used for IRS
purposes only — and only when considering the tax-exempt status of individual hospitals. It should
not be used for the creation of public policy and therefore should not be aggregated.

4. NAUH urges the IRS to establish firm, quantifiable standards for community benefit, and for non-
profit status, before it begins collecting this data. Without such standards, this process could become
little more than a burdensome and costly exercise in data collection for data collection’s sake.

Conclusion

Across the country, thousands of non-profit hospitals bring enormous benefits to their communities. Many —
like those represented by NAUH — serve as safety-net hospitals in communities that no for-profit company
would ever even consider serving. By every measure of hospitals’ financial well-being, private, non-profit
urban safety-net hospitals like those represented by NAUH are in worse financial condition today than any
other group of hospitals in the country. Throughout the country, many are closing their doors, unable to
maintain their financial health in the face of so much demand for free or undercompensated care. Many are
on the brink of insolvency, and NAUH respectfully urges the IRS to consider carefully any steps that may
result in pushing these hospitals over that brink.

About the National Association of Urban Hospitals

The National Association of Urban Hospitals advocates for adequate recognition and financing of private,
non-profit, urban safety-net hospitals that serve America’s needy urban communities. These private, urban
safety-net hospitals differ from other hospitals in a number of key ways: they serve communities whose
residents are much older and poorer; they are far more reliant on Medicare and Medicaid for revenue; they
provide far more uncompensated care; and unlike public safety-net hospitals, they have no statutory
entitlement to local or state funds to underwrite their costs. NAUH’s role is to ensure that when federal
officials make policy decisions, they understand the implications of those decisions for these distinctive
private, urban safety-net hospitals. NAUH pursues its mission through a combination of vigorous, informed
advocacy, data-driven positions, and an energetic membership with a clear stake in the outcome of public
policy debates.

We appreciate your consideration of our views and welcome any questions you may have about them. We
also are prepared to work with you, at your request, to address any of the issues we have raised in this letter.





Page Four
September 12, 2007

Sincerely,

Ellen Kugler, Esq.
Executive Director






NaTionaL AssociaTion oF Urean HospiTaLs

Private Safety-Net Hospitals Caring for Needy Communities

September 12, 2007

Internal Revenue Service

Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, D.C. 20224

Subject: Comments on Proposed Form 990 and Schedule H

To Whom it May Concern:

| am writing on behalf of the National Association of Urban Hospitals (NAUH) to convey our views on the
proposed Form 990 and Schedule H.

NAUH supports the concept of holding hospitals to a reasonable community benefit standard in exchange for
their tax-exempt status. We do have afew concerns, however, about the manner in which the Internal
Revenue Service (IRS) proposes eval uating hospitals to ensure that they truly deserve their non-profit status,
and we outline those concerns below.

Bad Debt Should be Considered a Community Benefit
NAUH strongly believes that hospitals' bad debt should be considered a community benefit.

In most of the business world, bad debt consists of bills that customers are able to pay but refuseto pay. In
the hospital industry, however, the vast majority of bad debt consists of bills that customers — patients — truly
are unable to pay. The Congressiona Budget Office (CBO) agrees, noting in its 2006 report Nonprofit
Hospitals and the Provision of Community Benefits that two separate studies show that “the great majority of
bad debt was attributable to patients with incomes below 200% of the federal poverty line.” The CBO aso
concluded that its findings “ support the validity of the use of uncompensated care [bad debt and charity care]
as ameasure of community benefit.”

The patients who are responsible for most of hospitals’ bad debt typically are medically indigent: employed
but at low-paying jobs with no health insurance, living from paycheck to paycheck without the meansto
afford insurance on their own. They are working-class and middle-class Americans, ineligible for Medicaid
yet unable to afford health insurance without their employers’ assistance. The magjority of these people do not
have the means to pay their hospital bills, and stories about hospitals' attempts to collect such debts
occasionally become headline news, evoking public outrage and inspiring critics, including many public
officials, to urge hospitals to be less aggressive in their efforts to collect payments from such individuals.

When patients present themselves for care, hospitals do not always receive enough information to determine
immediately whether they should be recipients of charity care — a possible designation for many patients
whose bills ultimately become bad debt. Many such patients do not want to complete forms and do not want
to be stigmatized by the notion that they are recipients of charity care. These patients often understand that
legally, hospitals cannot turn them away in times of medical emergency. Some might even be eligible for
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Medicaid or their state’s children’s health insurance program but will not cooperate with hospital personnel
trying to enroll them. Similarly, hospitals know that some of their patients cannot afford to pay for certain
aspects of their care — and many of these patients know that the hospitals know. Non-profit hospitals
consistently provide this care anyway. According to current accounting standards, hospitals are required to
classify patients when they present for care, so learning afterward that a patient does not have the means to
pay for care or will not cooperate with effortsto enroll them in Medicaid or a state children’s health insurance
program cannot lead to their reclassification as recipients of charity care; their unpaid bills for this care must
be written off as bad debt.

Medicare actually fosters this approach, requiring hospitalsto classify some elderly patients as bad debt
immediately if they intend to seek Medicare bad debt reimbursement. Many Medicare patients are dually
eligible for government assistance with their health care —that is, they are eligible both for Medicare and for
Medicaid —and cannot afford to pay their co-payments and deductibles. Such lost incomeis clearly charity
care in the sense that the patients cannot afford the payments, and it should be counted toward hospitals
community benefit. Medicare, however, requiresit to be classified as bad debt — even though hospitals know,
from the start, that these patients cannot pay and that Medicare will reimburse them for only 70 percent of this
bad debt.

NAUH recognizes that for-profit hospitals al'so provide charity care and incur bad debt, but thereisa
fundamental and significant difference between the efforts of non-profit and for-profit hospitals. For-profit
hospitals routingly limit their enterprises to communities with the highest proportions of insured patients and
routinely close hospitals and abandon communities that fall upon hard times. Mission-driven non-profit
hospitals, on the other hand, make it a practice to serve low-income and medically underserved Americans; to
remain in those communities during the hardest of times; and to find ways to deliver care even though they
will have to provide millionsin charity care, and incur millionsin bad debt, to do so. Thereis no rush within
the for-profit hospital industry to serve low-income communities — no rush to establish new hospitalsin
places like Detroit and Newark and Camden and Washington, D.C. Instead, for-profit corporations gladly
leave such endeavorsto their non-profit counterparts. By virtue of their business strategies, for-profit
hospitals, even though they deliver care that results in bad debt, conduct their businessin a manner that
manages to limit their exposure to potential bad debt. Non-profit hospitals, on the other hand, consistently
locate — and remain — in areas where human needs are greatest. Unlike for-profit hospitals, which grudgingly
acknowledge that they will not be paid for al the care they provide, non-profit hospitals consistently, and at
great financial risk to their institutions, reach out to the underserved, fully aware that many of those
underserved people will not be ableto pay for their care.

Alongside charity care, bad debt serves as the heart of what these mission-driven organizations bring to their
communities. Bad debt, like all uncompensated care, is an unmistakable community benefit that we believe
should be recognized and acknowledged when considering hospitals’ tax-exempt status.

Delay | mplementation of the New Schedule H

Regardless of the form that Schedule H ultimately takes, NAUH urgesthe IRS to delay itsimplementation
until 2010. Thereporting requirements will be new, they will be significant, and they will border on onerous.
They will require agood deal of time, effort, and investment in technology, and NAUH fears that such quick
implementation could lead to well-intended but inaccurate reporting. | mplementing these new reporting
requirements in 2008 would impose a major burden on all hospitals — especially since the formis not
expected to be finalized and made official until mid-2008. Consequently, NAUH urges the IRS to delay the
schedul€’ sintroduction for two years and give hospitals an opportunity to prepare for this new, major
reporting requirement.
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Other Selected Concerns

NAUH has other concerns that we would like to bring to the IRS's attention for further consideration and
study.

1. Some of theinstructions and definitions for Schedule H are, in our view, insufficiently clear. NAUH
urges the IRS to work with hospital industry representatives to improve both the form’s instructions
and its definitions before finalizing the schedule and its supporting documentation.

2. Inparticular, the instructions accompanying the draft of Schedule H are not clear about how multi-
hospital health systems and multi-campus hospitals should report their data. NAUH urges the IRS to
allow multi-campus hospitals and multi-hospital health systems to decide on their own whether to
report the required data on an aggregated, hospital-wide basis or on an individual campus or hospital
basis. Some such institutions aggregate their accounting and some do it separately, and we believeit
would be burdensome to compel any of them change their accounting systems for this purpose alone.

3. While NAUH supports the federal government’s effort to ensure that hospitals that enjoy tax-exempt
status truly deserve that status, we believe the data collected on Schedule H should be used for IRS
purposes only — and only when considering the tax-exempt status of individual hospitals. It should
not be used for the creation of public policy and therefore should not be aggregated.

4, NAUH urges the IRS to establish firm, quantifiable standards for community benefit, and for non-
profit status, before it begins collecting this data. Without such standards, this process could become
little more than a burdensome and costly exercise in data collection for data collection’s sake.

Conclusion

Across the country, thousands of non-profit hospitals bring enormous benefits to their communities. Many —
like those represented by NAUH — serve as safety-net hospitals in communities that no for-profit company
would ever even consider serving. By every measure of hospitals' financial well-being, private, non-profit
urban saf ety-net hospitals like those represented by NAUH are in worse financia condition today than any
other group of hospitalsin the country. Throughout the country, many are closing their doors, unable to
maintain their financial health in the face of so much demand for free or undercompensated care. Many are
on the brink of insolvency, and NAUH respectfully urges the IRS to consider carefully any steps that may
result in pushing these hospitals over that brink.

About the National Association of Urban Hospitals

The National Association of Urban Hospitals advocates for adequate recognition and financing of private,
non-profit, urban safety-net hospitals that serve America' s needy urban communities. These private, urban
safety-net hospitals differ from other hospitalsin a number of key ways. they serve communities whose
residents are much older and poorer; they are far more reliant on Medicare and Medicaid for revenue; they
provide far more uncompensated care; and unlike public safety-net hospitals, they have no statutory
entitlement to local or state funds to underwrite their costs. NAUH'sroleisto ensure that when federal
officials make policy decisions, they understand the implications of those decisions for these distinctive
private, urban saf ety-net hospitals. NAUH pursues its mission through a combination of vigorous, informed
advocacy, data-driven positions, and an energetic membership with aclear stake in the outcome of public
policy debates.

We appreciate your consideration of our views and wel come any questions you may have about them. We
also are prepared to work with you, at your request, to address any of the issues we have raised in this letter.
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Sincerely,

Ellen Kugler, Esqg.
Executive Director
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     A spirit of innovation, a legacy of care


September 10, 2007


Mr. Ron Schultz


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


Dear Mr. Schultz:


Catholic Health Initiatives appreciates the opportunity to comment on the redesigned Form 990 and new draft schedules for tax-exempt organizations.  Catholic Health Initiatives is a non-profit, faith-based, mission-driven health system that includes 73 hospitals, 42 long-term care, assisted-living and residential units, and two community health service organizations in 19 states.

Catholic Health Initiatives endorses the comments provided by the Catholic Health Association.  We have also identified several areas that are problematic for our system and our individual hospitals.  We believe some of the information requests create undue administrative burdens, provide misleading information or fail to reflect the realities of our environment.

We encourage the Internal Revenue Service to make several changes or clarifications to the form and schedules.

FORM 990

Filing Requirement


We encourage the IRS to clarify that Form 990 may be filed by a corporation and does not need to be filed separately for each entity under a corporation.


Part I, Line 7


In the context of a health care system like Catholic Health Initiatives, this question will result in misleading responses.  The question asks for the total compensation of the highest paid individual listed in Part II, Section A.  The total includes compensation from the filing organization as well as compensation from any related organizations.


At each of our hospitals, we have an ex-officio board member whose title is that of Senior Vice President of Operations.  This individual is employed and compensated solely by the parent company, Catholic Health Initiatives (i.e., a related organization).  This same person may serve on up to ten different hospital boards.  On many of our hospitals’ tax returns, this individual’s compensation would be reported on Line 7.  Thus, a person who is not even employed by the filing organization would be listed on Line 7.  Since Part I is supposed to be a “snapshot” of the filing organization, it is very misleading to have a compensation number on Line 7 that does not come from the actual filing organization.  The question asked in Line 7 is unnecessary since the complete information about the compensation is available on the next page in Part II.



We encourage the IRS to remove Line 7 from Part I of Form 990 and rely instead on Part II for more accurate and complete information.

Part II, Section B, Line 5 e-f

The purpose of this question is to determine whether any officer, board members, key employee, etc. also serves in a similar role for an organization with which the filing organization does business.  This question is very problematic for a health care system like Catholic Health Initiatives because very often there are individuals who serve in these roles for multiple, related organizations.  

In a large health care system there will be extensive relationships and business transactions between related organizations.  That is, in fact, exactly why health care systems are successful – system corporations provide many back office functions efficiently and cost effectively for member hospitals.  To ask a hospital to disclose all the services provided by its related organizations simply because they share a board member does not seem reasonable and it is likely impossible for a hospital to identify all those transactions.


We encourage the IRS to reword Part II, Section B, Lines 5 e-f to exclude relationships and business transactions between affiliated organizations.

Part II, Section B, Line 8

​

(See detailed comments and recommendations under Schedule J below)


Part III, Line 3b 

This question requires an organization to report the number of transactions the organization reviewed under its conflict of interest policy.  This number would be very difficult to quantify.  At each of our hospital’s board meetings there are likely several transactions that require that the conflict of interest policies be reviewed.  But the numbers are not tracked and a review of board minutes would be unlikely to lead to the number.

We are uncertain as to what conclusions would be drawn from the reporting of a number.  Would a high number mean the organization was very diligent and reviews every single transaction that remotely raises a conflict issue, or would a high number mean the organization was awash in conflicts?  Would a low number mean the board was lax or would it mean that the board was so well educated and conscientious that they never entered into a conflict transaction?


We encourage the IRS to remove Part III, Line 3b from Form 990 to avoid providing information that would be subject to misinterpretation.

Part III, Line 8


This question asks whether an independent accountant provides services for a compilation, review or audit of the organization’s financial statements.  We are unclear how hospitals and other organizations in a health care system would respond to this question.

In our health care system, the financial data from all our hospitals and other organizations are consolidated into one set of financial statements.  These consolidated financial statements are then audited by an independent accounting firm.  However, individual hospitals in the system are not audited separately.  How should an individual hospital in our system respond to this question on its tax return?  On a consolidated basis, its financial data is audited, but it does not have its own audit report to show for it.  


We encourage the IRS to add a box in Part III, Line 8 for inclusion in a consolidated audit by an independent accountant, or an instruction that inclusion in a consolidated audit means that the corporation’s financial statements were audited by an independent accountant.

Part III, Line 10 

This question asks whether the governing body of the organization reviews the Form 990 before it is filed.  For hospitals and other organizations in Catholic Health Initiatives, trying to respond affirmatively to this question would be administratively impossible.  There is no legal requirement that an organization’s governing body review the Form 990 before it is filed, but a “no” response would cause a negative perception.


Catholic Health Initiatives prepares the Form 990s in-house for cost efficiency and to assist our hospitals.  The governing bodies of our organizations only meet at certain times during the year.  For an organization of our size, where we prepare and file close to 120 Form 990s, many of which, by necessity, are filed at or near deadline, it would be hugely punitive to expect each governing body to review the return before it is filed.


In most cases, the governing body will have already had involvement in any material information that is found on the Form 990.  For example, the governing body will most likely have approved the budget prior to the beginning of the fiscal year and will have reviewed the financial statements after year end.  Thus, the governing body will already be familiar with any financial information that is found on the Form 990.  Furthermore, the governing body plays a significant role in setting the compensation amounts for the officers and key employees of the organization. 

There is little material information on the Form 990 that it would be imperative for the governing body to be made aware of before the return is filed.  It is not necessary to ask this question.  The filing of Form 990 is a management issue, not a governance issue.  The filing is already subject to penalty of perjury, which should be sufficient.

We encourage the IRS to remove Part III, Line 10 from Form 990.

Part III, Line 11 

This question asks an organization to indicate where documents are made available to the public.  One of the listed documents, a corporation’s Articles of Incorporation, is already made public on the Secretary of State’s website so there is no need to ask about the public availability of this information.

We encourage the IRS to remove from the list under Part III, Line 11 items that are already publicly available, like corporate documents.

SCHEDULE H -- HOSPITALS

Part I   Community Benefit Report

The health of a community is impacted by more than the medical services provided to sick or injured individuals.  It is as important to prevent these illnesses and injuries.  Social and environmental factors are strong determinants of health for vulnerable populations.  Our hospitals engage in community building programs that seek to eliminate some of the root causes of illness and disease.  These activities should be reflected in Schedule H.

According to the World Health Organization, “A person’s health is influenced by the conditions in which she or he lives.  Social and economic conditions – such as poverty, social exclusion, unemployment and poor housing – strongly influence health.”


Unhealthy environments, including poor housing, few opportunities for employment, unsafe schools and streets, and lack of access to healthy foods and physical activity, lead to adverse behaviors that increase the risk of disease and disability.  Nearly 50% of annual deaths in the United States, and the impaired quality of life that precedes them, are attributable to external environmental or behavioral factors.


To improve the health of our communities, our hospitals have engaged in a variety of community building projects, including: nutrition counseling, domestic violence crisis centers, gang prevention, development of life skills for troubled youth, affordable housing development; availability of child care services, safe and accessible playgrounds, and training and employment for vulnerable populations.

For example, in London, Kentucky, childhood obesity is a significant community health problem with 31% of kindergarteners being obese.  Obesity, in turn, leads to a lifetime of medical problems.  Marymount Medical Center worked with a community coalition to educate parents of elementary school children and school nutrition workers about ways to help students improve nutrition and be more physically active.

In Pierre, South Dakota, St. Mary’s Healthcare Center learned that 42% of students in grades 6, 7 9 and 11 had been victims of physical violence during the past two years.  St. Mary’s established a Child Advocacy Center in cooperation with law enforcement, tribal units and local agencies to provide services that were not previously available without a 3-4 hour drive.  



These are just several examples of community building activities that are part of community health and community benefit.


We encourage the IRS to add a line titled, “Community Building Activities,” in between lines 9 and 10 of Part I of Schedule H.

Part II  Billing and Collections

The information requested in Part II would be very difficult for hospitals to collect.  Our hospitals do not track “uninsured” as a category of patient but rather use a larger category of “self pay” that includes uninsured patients but many others as well.  

“Self pay” can include patients whose bill is being paid by worker’s compensation, who have been injured in a car accident and whose bill is being paid by indemnity insurance, or who are paying through a cafeteria plan or health savings account.  Sorting data to satisfy the chart’s requirements would be immensely burdensome.


In addition, discounts provided to insurers are frequently confidential and proprietary and cannot be disclosed under agreements with insurance companies.  If a single payor in a community is predominant, which is increasingly the case in many areas, the dominant payor’s discount can be imputed from aggregate discount information.

Finally, neither the IRS nor Congress has ever stated that a hospital’s billing and collection and discount practices are a basis for tax-exemption.  This information is not related to the community benefit standard.


We encourage the IRS to delete Part II of Schedule H.

SCHEDULE J -  SUPPLEMENTAL COMPENSATION INFORMATION

Nontaxable Expense Reimbursement and Nontaxable Benefits

Schedule J is intended to capture supplemental compensation for certain officers, trustees, key employees and highly compensated employees.  However, the schedule requests information that is not compensation to the individual and its inclusion provides misleading and inaccurate information on an individual’s compensation.


It is not equitable to categorize non-taxable expense reimbursement as benefits to an employee.  For example, paying for business travel does not provide an economic benefit to an employee.  Anyone who has had to travel extensively for employment purposes knows that the travel is burdensome and hardly considered a benefit.  Many of the individuals who would be listed on Schedule J are required to travel extensively for business purposes.  It is grossly misleading to report reimbursed business expenses as compensation for these individuals.  




Furthermore, the amounts listed would not be consistent from organization to organization, or person to person.  If one used a personal credit card, it would have to be reported.  If that same person used a company credit card, the expense would not be reported.


The reporting of nontaxable benefits is also problematic.  The instructions seem to require reporting of de minimis fringe benefits, which by definition under the Internal Revenue Code are “so small as to make accounting for it unreasonable or administratively impracticable.”  Unnecessary time and resources would be devoted to identifying whether such things as providing coffee and creamer are reportable benefits.  De minimis fringe benefits should not be considered part of individual compensation.

We encourage the IRS to eliminate Column E, Nontaxable Expense Reimbursements, from Schedule J.

We encourage the IRS to revise instructions to clearly exclude de minimis fringe benefits from reporting requirements for Column D, Nontaxable Benefits.


Deferred Compensation


The double reporting of deferred compensation both in the year it is originally deferred and again in the year it is actually paid distorts the true compensation that an individual receives.  This double reporting came about over concerns that an organization would defer the excess compensation to the future when the individual was no longer employed by the organization so it would not need to be reported.  


Beginning with the 2005 Form 990, compensation paid to former officers had to be reported.  It is no longer necessary to require organizations to report the deferred compensation twice.  It should not need to be reported in the year it is accrued.

Furthermore, in many cases, the deferred compensation faces a substantial risk of forfeiture.  With this risk of forfeiture, the deferred compensation should not be considered compensation until it is actually paid.  By reporting deferred compensation in the year it is accrued, misleading information may be provided about the compensation individuals are actually paid.


We encourage the IRS to eliminate double reporting of deferred compensation and only require reporting in the year it which the compensation is actually paid.

SCHEDULE K – SUPPLEMENTAL INFORMATION ON TAX EXEMPT BONDS

Catholic Health Initiatives was formed by the combination of four Catholic health systems.  Various nonprofit and for-profit corporations and other organizations that own and operate health care facilities and provide health care services are controlled or owned by or affiliated with Catholic Health Initiatives.  These organizations, with Catholic Health Initiatives, are part of CHI Credit Group.



The CHI Credit Group is legally structured under a corporate debenture model in which Catholic Health Initiatives, the parent corporation, is the sole obligor on all debt issued through the Capital Obligation Document.  Currently CHI has 42 bond issues outstanding.

Schedule K poses a significant administrative burden for us, particularly in the year of adoption, given the number and complexity of our bond issues covering a wide range of projects at multiple organizations.  In addition, any data required for refunded bonds originally issued before Catholic Health Initiative was formed, could be very difficult or perhaps impossible to obtain.


We believe that any changes in reporting requirements should be prospective since it is not feasible to go back multiple years to collect information that we did not know would be needed at the time of the bond issue.  

Due to the scope of required information, implementation of Schedule K should be delayed until 2010 to allow organizations to undertake the analyses needed to prepare for the submission of additional requested information.  In addition, clarified instructions for Schedule K are needed to adequately define the scope of required information. For example, if a currently outstanding bond issue refunded a prior issue, it is not clear whether the “Description of Purpose” needs to include the assets financed in the original issue.

We encourage the IRS to provide a “grandfather” provision under which information is required to be reported only for bonds issued after the date the redesigned Form 990 becomes effective.


We encourage the IRS to delay implementation of Schedule K, along with all of the Form 990, until 2010 to allow organizations time to prepare for reporting of new information based on clarified instructions.

We also offer the following comments on specific sections of Schedule K:

Part I

Much of the requested information is already provided and filed in the Form 8038 (Information Return for Tax-Exempt Private Activity Bond Issues).  Having organizations list the information again is redundant and time consuming.  


Questions “f” and “g” are particularly burdensome.  Catholic Health Initiatives’ bond issues involve large principal amounts that fund multiple projects, including buildings and equipment.  It would be very difficult to provide each “placed in service date” and could be impossible to provide this information for refunded bond issues.


Part III

Organizations should only have to report those contracts that result in private use.  A contract’s falling outside the safe harbors described in Rev. Proc. 97-13 or 97-14 does not necessarily indicate that the contract creates private use.  Instructions should require organizations to report private use on those contracts exceeding a stated de minimus percentage.



Part IV

The information requested in Part IV is reasonably obtainable as it applies only to the current year.  However, the instructions should clarify what is meant by a “formal selection process”.  Any clarification should permit organizations to rely on selections that involved advice of bond counsel and/or a qualified underwriter with a reasonable review of qualifications.  It should be noted that relationships with third parties involved in financings are often retained for several years without employing an annual “formal selection process”.


SCHEDULE R – RELATED ORGANIZATIONS

Transactions with Related Organizations and Noncharitable Exempt Organizations

Part V of Schedule R is extremely burdensome for multi-hospitals systems and their hospitals.  We understand that certain questions on Schedule R are in response to provisions of the Pension Protection Act, but the requested information in Part V, particularly Line 2, go beyond the intent of Congress and are not necessary.  


Under the Pension Protection Act, a controlling organization has to disclose any transactions it had with any entities under its control.  This new disclosure requirement is already somewhat onerous, but it is at least manageable.  Schedule R expands this requirement to any and all related organizations – not just controlling organizations. 


For Catholic Health Initiatives and its hospitals, this expansion would create a mammoth requirement.  All of our tax exempt organizations would have to list on their Form 990 more than 180 related organizations and determine if there were any transactions between them and any of these 180 related organizations.  Gathering this information for each return would be tremendously time-consuming for the system and its individual hospitals.    


In accordance with the Pension Protection Act, the information on transactions between related 501(c)(3) organizations should be limited to transfers that could result in unrelated business income tax under the controlled entity rule of Section 512(b)(13).  Other transactions between related 501(c)(3) organizations do not raise compliance, exemption, tax or other concerns and should not need to be reported.

We encourage the IRS to limit the disclosure requirements of Part V of Schedule R to transactions between controlling organizations and any controlled entities.

Thank you for providing us with the opportunity to comment.  Please contact Paul Neumann, General Counsel, at 303-383-2678 or for additional information on any of the issues we have raised.  

Sincerely


Kevin E. Lofton


President and Chief Executive Officer
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September 10, 2007

Mr. Ron Schultz

Internal Revenue Service

Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, D.C. 20224

Dear Mr. Schultz:

Catholic Health Initiatives appreciates the opportunity to comment on the redesigned Form 990 and
new draft schedules for tax-exempt organizations. Catholic Health Initiatives is a non-profit, faith-
based, mission-driven health system that includes 73 hospitals, 42 long-term care, assisted-living
and residential units, and two community health service organizationsin 19 states.

Catholic Health Initiatives endorses the comments provided by the Catholic Health Association.
We have aso identified several areas that are problematic for our system and our individual
hospitals. We believe some of the information requests create undue administrative burdens,
provide misleading information or fail to reflect the realities of our environment.

We encourage the Internal Revenue Service to make several changes or clarifications to the form
and schedules.

FORM 990

Filing Requirement

We encouragethe IRSto clarify that Form 990 may befiled by a corporation and does not
need to befiled separately for each entity under a corporation.

Partl, Line7

In the context of a health care system like Catholic Health Initiatives, this question will result in
misleading responses. The question asks for the total compensation of the highest paid individual
listed in Part I, Section A. The total includes compensation from the filing organization as well as
compensation from any related organizations.

At each of our hospitals, we have an ex-officio board member whose title is that of Senior Vice
President of Operations. Thisindividual isemployed and compensated solely by the parent
company, Catholic Health Initiatives (i.e., arelated organization). This same person may serve on
up to ten different hospital boards. On many of our hospitals' tax returns, thisindividual’s
compensation would be reported on Line 7. Thus, a person who is not even employed by the filing
organization would be listed on Line 7. Since Part | is supposed to be a* snapshot” of the filing
organization, it is very misleading to have a compensation number on Line 7 that does not come



from the actual filing organization. The question asked in Line 7 is unnecessary since the complete
information about the compensation is available on the next page in Part I1.

WeencouragethelRStoremoveLine7 from Part | of Form 990 and rely instead on Part |1
for mor e accurate and complete infor mation.

Part 11, Section B, Line 5 e-f

The purpose of this question isto determine whether any officer, board members, key employee,
etc. also servesin asimilar role for an organization with which the filing organization does
business. This question isvery problematic for a health care system like Catholic Health Initiatives
because very often there are individuals who serve in these roles for multiple, related organizations.

In alarge health care system there will be extensive relationships and business transactions between
related organizations. That is, in fact, exactly why health care systems are successful — system
corporations provide many back office functions efficiently and cost effectively for member
hospitals. To ask ahospital to disclose all the services provided by its related organizations simply
because they share a board member does not seem reasonable and it is likely impossible for a
hospital to identify all those transactions.

WeencouragethelRStoreword Part |1, Section B, Lines5 e-f to excluderelationships and
business transactions between affiliated or ganizations.

Part Il, Section B, Line 8

(See detailed comments and recommendations under Schedule J below)

Part I11, Line 3b

This question requires an organization to report the number of transactions the organization
reviewed under its conflict of interest policy. This number would be very difficult to quantify. At
each of our hospital’ s board meetings there are likely several transactions that require that the
conflict of interest policies be reviewed. But the numbers are not tracked and a review of board
minutes would be unlikely to lead to the number.

We are uncertain as to what conclusions would be drawn from the reporting of a number. Would a
high number mean the organization was very diligent and reviews every single transaction that
remotely raises a conflict issue, or would a high number mean the organization was awash in
conflicts? Would alow number mean the board was lax or would it mean that the board was so
well educated and conscientious that they never entered into a conflict transaction?

Weencouragethe |RStoremove Part 111, Line 3b from Form 990 to avoid providing
information that would be subject to misinter pretation.



Part Ill, Line 8

This question asks whether an independent accountant provides services for a compilation, review
or audit of the organization’s financial statements. We are unclear how hospitals and other
organizationsin a health care system would respond to this question.

In our health care system, the financial datafrom all our hospitals and other organizations are
consolidated into one set of financial statements. These consolidated financial statements are then
audited by an independent accounting firm. However, individual hospitalsin the system are not
audited separately. How should an individual hospital in our system respond to this question on its
tax return? On a consolidated basis, its financial datais audited, but it does not have its own audit
report to show for it.

WeencouragethelRSto add abox in Part 111, Line8 for inclusion in a consolidated audit by
an independent accountant, or an instruction that inclusion in a consolidated audit meansthat
the corporation’sfinancial statementswer e audited by an independent accountant.

Part 111, Line 10

This question asks whether the governing body of the organization reviews the Form 990 before it
isfiled. For hospitals and other organizations in Catholic Health Initiatives, trying to respond
affirmatively to this question would be administratively impossible. Thereisno legal requirement
that an organization’ s governing body review the Form 990 beforeit isfiled, but a“no” response
would cause a negative perception.

Catholic Health Initiatives prepares the Form 990s in-house for cost efficiency and to assist our
hospitals. The governing bodies of our organizations only meet at certain times during the year.
For an organization of our size, where we prepare and file close to 120 Form 990s, many of which,
by necessity, are filed at or near deadline, it would be hugely punitive to expect each governing
body to review the return before it isfiled.

In most cases, the governing body will have aready had involvement in any material information
that isfound on the Form 990. For example, the governing body will most likely have approved the
budget prior to the beginning of the fiscal year and will have reviewed the financial statements after
year end. Thus, the governing body will already be familiar with any financial information that is
found on the Form 990. Furthermore, the governing body plays a significant role in setting the
compensation amounts for the officers and key employees of the organization.

Thereislittle material information on the Form 990 that it would be imperative for the governing
body to be made aware of before the returnisfiled. It isnot necessary to ask this question. The
filing of Form 990 is a management issue, not a governanceissue. Thefilingisaready subject to
penalty of perjury, which should be sufficient.

We encourage the IRStoremove Part 111, Line 10 from Form 990.



Part 111, Line 11

This question asks an organization to indicate where documents are made available to the public.
One of the listed documents, a corporation’s Articles of Incorporation, is aready made public on the
Secretary of State’ s website so there is no need to ask about the public availability of this
information.

We encouragethelRStoremove from thelist under Part I11, Line 11 itemsthat are already
publicly available, like cor porate documents.

SCHEDULE H --HOSPITALS

Part | Community Benefit Report

The health of acommunity isimpacted by more than the medical services provided to sick or
injured individuals. It isasimportant to prevent these illnesses and injuries. Social and
environmental factors are strong determinants of health for vulnerable populations. Our hospitals
engage in community building programs that seek to eliminate some of the root causes of illness
and disease. These activities should be reflected in Schedule H.

According to the World Health Organization, “ A person’s health isinfluenced by the conditionsin
which she or he lives. Social and economic conditions — such as poverty, socia exclusion,
unemployment and poor housing — strongly influence health.”

Unhealthy environments, including poor housing, few opportunities for employment, unsafe schools
and streets, and lack of access to healthy foods and physical activity, lead to adverse behaviors that
increase the risk of disease and disability. Nearly 50% of annual deathsin the United States, and
the impaired quality of life that precedes them, are attributable to external environmental or
behavioral factors.

To improve the health of our communities, our hospitals have engaged in a variety of community
building projects, including: nutrition counseling, domestic violence crisis centers, gang prevention,
development of life skills for troubled youth, affordable housing development; availability of child
care services, safe and accessible playgrounds, and training and employment for vulnerable
populations.

For example, in London, Kentucky, childhood obesity is a significant community health problem
with 31% of kindergarteners being obese. Obesity, in turn, leads to alifetime of medical problems.
Marymount Medical Center worked with acommunity coalition to educate parents of elementary
school children and school nutrition workers about ways to help students improve nutrition and be
more physically active.

In Pierre, South Dakota, St. Mary’ s Healthcare Center |earned that 42% of studentsin grades6, 7 9
and 11 had been victims of physical violence during the past two years. St. Mary’s established a
Child Advocacy Center in cooperation with law enforcement, tribal units and local agenciesto
provide services that were not previously available without a 3-4 hour drive.
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These are just several examples of community building activities that are part of community health
and community benefit.

We encouragethelRSto add alinetitled, “ Community Building Activities,” in between lines
9 and 10 of Part | of Schedule H.

Part I Billing and Collections

The information requested in Part |1 would be very difficult for hospitals to collect. Our hospitals
do not track “uninsured” as a category of patient but rather use alarger category of “self pay” that
includes uninsured patients but many others as well.

“Self pay” can include patients whose bill is being paid by worker’ s compensation, who have been
injured in acar accident and whose hill is being paid by indemnity insurance, or who are paying
through a cafeteria plan or health savings account. Sorting data to satisfy the chart’ s requirements
would be immensely burdensome.

In addition, discounts provided to insurers are frequently confidential and proprietary and cannot be
disclosed under agreements with insurance companies. If asingle payor in acommunity is
predominant, which isincreasingly the case in many areas, the dominant payor’s discount can be
imputed from aggregate discount information.

Finally, neither the IRS nor Congress has ever stated that a hospital’s billing and collection and
discount practices are a basis for tax-exemption. Thisinformation is not related to the community
benefit standard.

WeencouragethelRSto delete Part 11 of Schedule H.

SCHEDULE J- SUPPLEMENTAL COMPENSATION INFORMATION

Nontaxable Expense Reimbursement and Nontaxable Benefits

Schedule Jisintended to capture supplemental compensation for certain officers, trustees, key
employees and highly compensated employees. However, the schedule requests information that is
not compensation to the individual and itsinclusion provides misleading and inaccurate information
on an individual’ s compensation.

It is not equitable to categorize non-taxable expense reimbursement as benefits to an employee. For
example, paying for business travel does not provide an economic benefit to an employee. Anyone
who has had to travel extensively for employment purposes knows that the travel is burdensome and
hardly considered a benefit. Many of the individuals who would be listed on Schedule J are
required to travel extensively for business purposes. It is grossly misleading to report reimbursed
business expenses as compensation for these individuals.



Furthermore, the amounts listed would not be consistent from organization to organization, or
person to person. If one used a personal credit card, it would have to be reported. If that same
person used a company credit card, the expense would not be reported.

The reporting of nontaxable benefitsis also problematic. The instructions seem to require reporting
of de minimis fringe benefits, which by definition under the Internal Revenue Code are “so small as
to make accounting for it unreasonable or administratively impracticable.” Unnecessary time and
resources would be devoted to identifying whether such things as providing coffee and creamer are
reportable benefits. De minimis fringe benefits should not be considered part of individual
compensation.

We encourage the IRSto eliminate Column E, Nontaxable Expense Reimbur sements, from
Schedule J.

We encouragethelRStoreviseinstructionsto clearly exclude de minimisfringe benefits from
reporting requirementsfor Column D, Nontaxable Benefits.

Deferred Compensation

The double reporting of deferred compensation both in the year it isoriginally deferred and again in
the year it is actually paid distorts the true compensation that an individual receives. Thisdouble
reporting came about over concerns that an organization would defer the excess compensation to
the future when the individual was no longer employed by the organization so it would not need to
be reported.

Beginning with the 2005 Form 990, compensation paid to former officers had to be reported. Itis
no longer necessary to require organizations to report the deferred compensation twice. It should
not need to be reported in the year it is accrued.

Furthermore, in many cases, the deferred compensation faces a substantial risk of forfeiture. With
thisrisk of forfeiture, the deferred compensation should not be considered compensation until it is
actually paid. By reporting deferred compensation in the year it is accrued, misleading information
may be provided about the compensation individuals are actually paid.

We encourage the IRSto eliminate doublereporting of deferred compensation and only
requirereporting in the year it which the compensation is actually paid.

SCHEDULE K —SUPPLEMENTAL INFORMATION ON TAX EXEMPT BONDS

Catholic Health Initiatives was formed by the combination of four Catholic health systems. Various
nonprofit and for-profit corporations and other organizations that own and operate health care
facilities and provide health care services are controlled or owned by or affiliated with Catholic
Health Initiatives. These organizations, with Catholic Health Initiatives, are part of CHI Credit
Group.
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The CHI Credit Group islegally structured under a corporate debenture model in which Catholic
Health Initiatives, the parent corporation, is the sole obligor on al debt issued through the Capital
Obligation Document. Currently CHI has 42 bond issues outstanding.

Schedule K poses a significant administrative burden for us, particularly in the year of adoption,
given the number and complexity of our bond issues covering awide range of projects at multiple
organizations. In addition, any data required for refunded bonds originally issued before Catholic
Health Initiative was formed, could be very difficult or perhaps impossible to obtain.

We believe that any changes in reporting requirements should be prospective sinceit is not feasible
to go back multiple years to collect information that we did not know would be needed at the time
of the bond issue.

Due to the scope of required information, implementation of Schedule K should be delayed until
2010 to allow organizations to undertake the analyses needed to prepare for the submission of
additional requested information. In addition, clarified instructions for Schedule K are needed to
adequately define the scope of required information. For example, if a currently outstanding bond
issue refunded a prior issue, it is not clear whether the “Description of Purpose’ needs to include the
assets financed in the original issue.

We encouragethe IRSto providea “grandfather” provision under which information is
required to bereported only for bondsissued after the date the redesigned Form 990 becomes
effective.

We encourage the IRSto delay implementation of Schedule K, along with all of the Form 990,
until 2010 to allow organizationstimeto preparefor reporting of new information based on
clarified instructions,

We also offer the following comments on specific sections of Schedule K:

Part |

Much of the requested information is already provided and filed in the Form 8038
(Information Return for Tax-Exempt Private Activity Bond Issues). Having organizations
list the information again is redundant and time consuming.

Questions “f” and “g” are particularly burdensome. Catholic Health Initiatives’ bond issues
involve large principal amounts that fund multiple projects, including buildings and
equipment. It would be very difficult to provide each “placed in service date” and could be
impossible to provide thisinformation for refunded bond issues.

Part 111

Organizations should only have to report those contracts that result in private use. A
contract’ s falling outside the safe harbors described in Rev. Proc. 97-13 or 97-14 does not
necessarily indicate that the contract creates private use. Instructions should require
organizations to report private use on those contracts exceeding a stated de minimus
percentage.



Part IV

The information requested in Part 1V is reasonably obtainable asit applies only to the
current year. However, the instructions should clarify what is meant by a*“formal selection
process’. Any clarification should permit organizations to rely on selections that involved
advice of bond counsel and/or a qualified underwriter with a reasonable review of
qualifications. It should be noted that relationships with third partiesinvolved in financings
are often retained for several years without employing an annual “formal selection process’.

SCHEDULE R—RELATED ORGANIZATIONS

Transactions with Related Organizations and Noncharitable Exempt Organizations

Part V of Schedule R is extremely burdensome for multi-hospitals systems and their hospitals. We
understand that certain questions on Schedule R are in response to provisions of the Pension
Protection Act, but the requested information in Part V, particularly Line 2, go beyond the intent of
Congress and are not necessary.

Under the Pension Protection Act, a controlling organization has to disclose any transactions it had
with any entities under its control. This new disclosure requirement is already somewhat onerous,
but it is at least manageable. Schedule R expands this requirement to any and all related
organizations — not just controlling organizations.

For Catholic Health Initiatives and its hospitals, this expansion would create a mammoth
requirement. All of our tax exempt organizations would have to list on their Form 990 more than
180 related organizations and determine if there were any transactions between them and any of
these 180 related organizations. Gathering thisinformation for each return would be tremendously
time-consuming for the system and its individual hospitals.

In accordance with the Pension Protection Act, the information on transactions between related
501(c)(3) organizations should be limited to transfers that could result in unrelated business income
tax under the controlled entity rule of Section 512(b)(13). Other transactions between related
501(c)(3) organizations do not raise compliance, exemption, tax or other concerns and should not
need to be reported.

We encourage the IRSto limit the disclosurerequirementsof Part V of ScheduleR to
transactions between controlling organizations and any controlled entities.

Thank you for providing us with the opportunity to comment. Please contact Paul Neumann,
General Counsdl, at 303-383-2678 or for additional information on any of the issues we have raised.

Sincerely

Kevin E. Lofton
President and Chief Executive Officer
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September 11, 2007


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


By Electronic Filing


Re:  Comments on Draft Redesigned Form 990 and Schedules, Including Schedule H


On behalf of the California Hospital Association (CHA), thank you for the opportunity to comment on the draft redesigned Form 990 and new draft schedules, including Schedule H.  CHA is a nonprofit organization dedicated to representing the interests of hospitals and health systems in California.  CHA represents more than 400 hospital and health system members, including general acute-care hospitals, children’s hospitals, rural hospitals, psychiatric hospitals, academic medical centers, county hospitals, investor-owned hospitals and multi-hospital health systems. These hospitals furnish vital health care services to millions of our state’s citizens.  CHA also represents more than 100 Executive, Associate, and Personal members.  CHA provides its members with state and federal representation in the legislative, judicial and regulatory arenas, in an effort to improve health care quality, access and coverage; promote health care reform and integration; achieve adequate health care funding; improve and update laws and regulations; and maintain public trust in health care.


We appreciate the work that the IRS has put into the new form and schedules, and its openness to comments from the hospital community.  In recognition of the robust effort by the IRS to improve reporting by tax-exempt organizations, it should be no surprise that tax-exempt hospitals have concerns about the content and structure of the draft forms and schedules.


Our concerns are summarized as follows:


· The filing deadline is too short and should be extended to at least tax year 2010 for Form 990 and all schedules.


· Schedule H should be redesigned to more accurately reflect a comprehensive assessment of community benefits provided by hospitals while eliminating unnecessary and burdensome questions unrelated to community benefit.


· Schedule K carries a burden similar to a full-scale audit that could cost California’s tax-exempt hospitals hundreds of thousands of dollars.


Given the number of concerns raised about the draft redesigned Form 990 and schedules, it is impossible to capture all the issues in this comment letter.  However, we have identified many of the most problematic concerns to assist the IRS in making the necessary revisions.  Further, because of the significant revisions that must be made, CHA believes it is important for tax-exempt hospitals to be given an opportunity to review the revised set of forms and schedules, with another 90-day review period following the re-draft.  It would be a disservice to the tax-exempt hospital community to undertake the first major overhaul of the Form 990 in 25 years without adequate time for review and input.  A rushed implementation schedule will not result in the desired transparency, and will be costly to tax-exempt hospitals and the IRS.


Core Form 990

· Group returns should not be eliminated as this would result in a significant burden (Part I).


· Information about individual compensation provides information of limited use to the IRS and could be misleading to viewers when read outside of a comprehensive context (Part I).


· Fundraising expenses as a percentage of total contributions and grants does not provide helpful information about an organization’s operations (Part I).  


· A clearer definition of “substantial part” is needed in reference to determining how many “key employees” a hospital may have (Part II).


· Personal information, including home address, should not be collected by the IRS (Part II, Section A).


· Information on former directors, trustees, officers, key employees or highest compensated employees should look to current year only (Part II, Section A).


· The collection and maintenance of documents required to respond to questions in Part II, Section B will create excessive new burdens.


· The IRS should clarify the request in Part II, Section B, Line 9 to address the extent to which an organization is required to seek information regarding such compensation arrangements.


· Part III should be clarified to ensure that changes to articles of incorporation and bylaws is requested on Line 2.  Further, Line 10 places an overly burdensome request on a hospital’s governing body to review the Form 990 before filing.  


· The instructions for Part IV, Line 1d are confusing and require clarification regarding contributions received from related organizations. 


· The business codes on 990-T are not broad enough to reflect accurately program service revenue (Part IV, Lines 2a – 2g).


· A reference between Lines 11a and 1c would be helpful, related to reporting contributions from fundraising events.


· The instructions for Part VII, Line 6a, should be clarified as to whether this question is intended to encompass bond financing where the 501(c)(3) organization is not the issuer of the bonds but rather the borrower of the proceeds of government-issued bonds.


· To the extent the IRS intends to develop sample written policies for reviewing the organization’s investments and safeguarding its exempt status with respect to transactions and arrangements with related organizations, the IRS should solicit input from members of the tax-exempt sector with respect to the content and form of such written policies.


· The question on Lines 3a – 3c of Part IX should be moved to Part I of the form.  Moreover, organizations should be allowed as much additional space as necessary to describe more than three key program services.


Schedule A


· Part I, Line 11f should allow for an IRS determination or “a written opinion of counsel.”


· Part I, Line 11h, column (vii) should be revised to include the value of non-monetary support.


Schedule C


· Instead of asking for precise amounts related to political campaign and lobbying activities, the IRS should ask for a range of hours, number of employees or other proxies for amounts that would provide the IRS with useful information while making the category less burdensome.


Schedule D


· The listing of securities individually in Parts I and III is extremely burdensome.  


· Disclosing the text of footnotes relating to uncertain tax positions in isolation could be misleading.  Therefore, organizations should be given the opportunity to explain such footnotes or to attach their entire financial statement (Part VII).


· The reporting associated with Endowment funds in Part XII seems to outweigh the usefulness of this information.  Moreover, the five-year retrospective period should be reduced or eliminated.


Schedule F


· Schedule F requires the separate reporting of grants outside the U.S. from domestic organizations and individuals.  Many hospitals and health care organizations do not maintain records and reports in a format that would permit them to gather all of the information required to be reported on the schedule.  The required amount of recordkeeping could discourage organizations from making grants, even small ones, to foreign organizations or individuals.  In addition, because of safety and security concerns, Schedule F should not be open to public disclosure.


Schedule G


· The IRS should clarify how tax-exempt hospitals should report on fundraising activities by related entities, which is a common activity within a hospital or health system.


Schedule H


The new Hospital Schedule H should allow our hospitals to report the great diversity of community benefits our members provide, and it should not redefine community benefit in a manner that permits others to determine what programs and services are most appropriate for our communities.  

Based on our initial reviews, we have three primary concerns with Schedule H that we are asking the IRS to address: 


· The filing deadline for Schedule H is far too short and should be extended; 


· The full value of hospital community benefit is not included in Schedule H and should be; and 


· The IRS is requesting information that is unrelated to community benefit and will not be meaningful to the public.  It should be removed from the form.    


Implementation should be delayed until 2010 to accommodate the delay the IRS anticipates in issuing instructions, as well as the need to adjust or create systems to capture the required financial information. 

We are committed to transparency.  However, the burden of having to reconfigure financial and data record-keeping systems in time to begin capturing the substantial amount of data required just for the Part I Community Benefit Report by January 1, 2008, is itself a daunting task.  It is made virtually impossible by the fact that the instructions, definitions and worksheets needed to collect that data are not expected to be finalized until mid-2008.  To require hospitals to overhaul financial and data recordkeeping systems before the definitions, line item instructions and worksheets for making the calculations required for Schedule H are completed is unreasonably costly and disruptive.  


Given the number of questions and concerns about Schedule H that have surfaced, we would urge the IRS to consider providing a second draft in 2008 and another review period toward the goal of finalizing the schedule in December 31, 2008.  That would give hospitals sufficient time to revise their financial and data record-keeping systems in order to track and capture new information that will need to be reported. 


The full value of benefits hospitals provide should be included in Schedule H.

Hospitals qualify for the charitable purpose of promoting health by meeting the community benefit standard.  The community benefit standard permits us to tailor our programs and services to the needs of our individual community.  Among those needs is providing care for elderly Medicare patients and low-income patients who may not be able to afford the costs of their care.  Yet our members provide their care proudly, and the costs absorbed in doing so should be reflected as a community benefit on Schedule H.    

· Medicare underpayments are community benefit.

Part I “Community Benefit Report” in draft Schedule H allows hospitals to report and receive community benefit credit for Medicaid and other government program underpayments, but not for Medicare underpayments.  We believe Medicare underpayments should be included.  California hospitals report more than $3.2 billion in Medicare underpayments that would not be captured on the proposed Schedule H.

Serving Medicare patients is part of the community benefit standard.  Medicare, like Medicaid, does not pay the full cost of patient care.  As a result, our hospital and communities must absorb and compensate for these underpayments.  Currently, Medicare reimburses hospitals 92 cents for every dollar spent on care.  The Medicare Payment Advisory Commission (MedPAC) in its March 2007 report to Congress cautioned that the situation will get even worse, with margins reaching a 10-year low at negative 5.4 percent.  Moreover, an increasing number of Medicare beneficiaries are also low-income.  More than 46 percent of Medicare spending is for beneficiaries whose income is below 200 percent of the federal poverty level.


· The cost of patient bad debt is a community benefit.

As currently drafted, Schedule H does not count patient-care bad-debt expenses as a community benefit.  We know that a significant majority of bad debt is attributable to low-income patients, who for many reasons decline to complete the forms required to establish eligibility for charity programs.  California hospitals report more than $1 billion in bad-debt costs that should be accounted for on Schedule H.

A 2006 Congressional Budget Office report cited two studies indicating that “the great majority of bad debt was attributable to patients with incomes below 200 percent of the federal poverty level.”  The fact is that despite our best efforts, many of our patients still do not identify themselves as in need of financial assistance.  It is important to us and to our community that the full cost of serving our community — including the cost of serving patients who need help paying their bills but fail to ask for it — be recognized and counted as community benefit.

Schedule H needs to be streamlined to eliminate questions that are burdensome and confusing, and fail to provide meaningful information to the community.


The proposed chart on Schedule H, Part II relating to billing should be eliminated.  It has no bearing on determining whether a hospital is meeting the community benefit standard, and it should not be used to create new reporting standards. 


Relevant information is already provided in other parts of the Form 990.  For example, detailed information on charity care will be provided in Part I of Schedule H.  Information related to a hospital’s revenues and Medicare and Medicaid payments will be included in Form 990.  


Beyond that, the chart’s added layers of requests for information are burdensome and will require extra staff work to provide.  Some of the information requested is competitively sensitive.  The chart displays information in a form that will confuse, not inform, the public.


If the IRS requires more information on our charity care policies and practices, or the way in which we support other community benefit activities and programs, it should ask those questions instead of creating new reporting obligations that will be burdensome and will confuse our communities instead of providing them with the information they need to determine whether we are serving their needs.  


We recognize that there are other concerns about Schedule H, Form 990 and many other schedules.  We urge you to work with the hospital community to identify and resolve those issues before asking us to file a new Form 990 or any of its schedules.


Schedule J


· Further clarification is required to determine the individuals that should be listed on this form (see comments on Core Form).  


· The IRS should take this opportunity to eliminate the double reporting of nonqualified compensation that exists on the draft redesigned form, as well as the current Form 990.  Clarification is also required on how compensations should be reported if the organization is reporting on an accrual basis.


· The IRS should allow for de minimis fringe benefits to be excluded from reporting (Line 1, column (D)).


· Schedule J should not include reporting of amounts related to reimbursement of expenses as it creates a misleading view, especially in disclosure of compensation amounts.


Schedule K


· The scope if information required for reportable tax-exempt bonds is similar to the burden associated with a full scale audit and will cost hundreds of thousands of dollars to our member hospitals.


· Much of the information requested on this schedule is already available through form 8038, Information Return for Tax-Exempt Private Activity Bond Issues, which is filed when bonds are issued.  


· The instructions for Part II should reduce the burden associated with reporting information on bond proceeds by limiting how far an organization must go back when a bond is used to refund a prior issue.  


· Part III instructions related to private use of tax-exempt bonds should clarify that aggregate reporting for private business use is contemplated and the IRS should consider permitting organizations to report private business use as not exceeding a stated de minimis percentage.


· The instructions for Part IV on compensation of third parties who provide services related to bond issuances should be clarified as to what is meant by a “formal selection process” and should permit organizations to rely on selections that involve advice of bond counsel and/or a qualified underwriter with a reasonable review of qualifications.


Schedule I


· The threshold for reporting grants and other assistance to individuals in the U.S. is too low at $5,000.  


Schedule L


· This schedule should reference “highest compensated employees” from Part II of the core form.  The use of this description is unnecessarily confusing in this context.


Schedule M


· The threshold for completing this schedule of non-cash contributions should be increased to at least $20,000.

Schedule N


· The IRS should clarify if transfers of assets to a wholly owned limited liability company that is disregarded as separate from the tax-exempt filing organization need to be reported.  In addition, clarity is needed as to whether transfers for “full and adequate consideration” that are excluded from the definition of “substantial contraction” still need to be reported as a disposition of net assets.

Schedule R


· The reporting required under Part V — Transactions with Related Organizations — is extremely burdensome, especially for multi-hospital systems.  Flexibility should be included in the instructions when reporting transfers, gifts and grants between related 501(c)(3) organizations.  

· Tax-exempt organizations within a health system typically have numerous arrangements involving the performance of services, leasing or sharing of facilities, equipment or employees, cost reimbursement etc.  There could be hundreds of transactions reportable under this Part V.  While certain questions on this schedule are in response to Section 1205 of the Pension Protection Act, the information on transactions between related 501(c)(3) organizations should exclude transactions that do not raise compliance, exemption, tax or other concerns and should not be reported.

CHA appreciates the opportunity to submit comments and we would like to thank you for your leadership in recognizing the importance of improving the core form and schedules.  On behalf of our member hospitals, we particularly encourage you to consider our recommendations on improving Schedule H to more effectively capture a comprehensive assessment of hospital community benefit reporting.  Please contact me at (916) 552-7536 or amcleod@calhospital.org, with questions or for further assistance.


Sincerely,
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September 11, 2007

Internal Revenue Service

Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, D.C. 20224

By Electronic Filing
Re: Comments on Draft Redesigned Form 990 and Schedules, Including Schedule H

On behalf of the California Hospital Association (CHA), thank you for the opportunity to com-
ment on the draft redesigned Form 990 and new draft schedules, including Schedule H. CHA is
anonprofit organization dedicated to representing the interests of hospitals and health systemsin
California. CHA represents more than 400 hospital and health system members, including gen-
eral acute-care hospitals, children’s hospitals, rural hospitals, psychiatric hospitals, academic
medical centers, county hospitals, investor-owned hospitals and multi-hospital health systems.
These hospitals furnish vital health care services to millions of our state' s citizens. CHA aso
represents more than 100 Executive, Associate, and Personal members. CHA provides its mem-
bers with state and federal representation in the legidative, judicial and regulatory arenas, in an
effort to improve health care quality, access and coverage; promote health care reform and inte-
gration; achieve adequate health care funding; improve and update laws and regul ations; and
maintain public trust in health care.

We appreciate the work that the IRS has put into the new form and schedules, and its openness to
comments from the hospital community. In recognition of the robust effort by the IRS to im-
prove reporting by tax-exempt organizations, it should be no surprise that tax-exempt hospitals
have concerns about the content and structure of the draft forms and schedules.

Our concerns are summarized as follows:

e Thefiling deadline istoo short and should be extended to at least tax year 2010 for Form
990 and all schedules.

e Schedule H should be redesigned to more accurately reflect a comprehensive assessment
of community benefits provided by hospitals while eliminating unnecessary and burden-
some questions unrelated to community benefit.

e Schedule K carries aburden similar to afull-scale audit that could cost California’ s tax-
exempt hospitals hundreds of thousands of dollars.

Given the number of concerns raised about the draft redesigned Form 990 and schedules, it is
impossible to capture all the issues in thiscomment letter. However, we have identified many of
the most problematic concerns to assist the IRS in making the necessary revisions. Further, be-
cause of the significant revisions that must be made, CHA believesit isimportant for tax-exempt
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hospital s to be given an opportunity to review the revised set of forms and schedules, with an-
other 90-day review period following the re-draft. 1t would be a disservice to the tax-exempt
hospital community to undertake the first major overhaul of the Form 990 in 25 years without
adequate time for review and input. A rushed implementation schedule will not result in the de-
sired transparency, and will be costly to tax-exempt hospitals and the IRS.

Core Form 990

e Group returns should not be eliminated as this would result in a significant burden (Part
1.

e Information about individual compensation provides information of limited use to the
IRS and could be misleading to viewers when read outside of a comprehensive context
(Part ).

e Fundraising expenses as a percentage of total contributions and grants does not provide
helpful information about an organization’ s operations (Part 1).

e A clearer definition of “substantial part” is needed in reference to determining how many
“key employees’ ahospital may have (Part I1).

e Personal information, including home address, should not be collected by the IRS (Part
[1, Section A).

e Information on former directors, trustees, officers, key employees or highest compen-
sated employees should look to current year only (Part 11, Section A).

e The collection and maintenance of documents required to respond to questionsin Part 11,
Section B will create excessive new burdens.

e ThelRS should clarify the request in Part 11, Section B, Line 9 to address the extent to
which an organization is required to seek information regarding such compensation ar-
rangements.

e Part 111 should be clarified to ensure that changes to articles of incorporation and bylaws
isrequested on Line 2. Further, Line 10 places an overly burdensome request on a hos-
pital’ s governing body to review the Form 990 before filing.

e Theinstructionsfor Part IV, Line 1d are confusing and require clarification regarding
contributions received from related organizations.

e Thebusiness codes on 990-T are not broad enough to reflect accurately program service
revenue (Part IV, Lines 2a— 2Q).

e A reference between Lines 11a and 1c would be helpful, related to reporting contribu-
tions from fundraising events.

e Theinstructionsfor Part VII, Line 6a, should be clarified as to whether this question is
intended to encompass bond financing where the 501(c)(3) organization is not the issuer
of the bonds but rather the borrower of the proceeds of government-issued bonds.

e Totheextent the IRS intends to develop sample written policies for reviewing the or-
ganization’ s investments and safeguarding its exempt status with respect to transactions
and arrangements with related organizations, the IRS should solicit input from members
of the tax-exempt sector with respect to the content and form of such written policies.

e The question on Lines 3a— 3c of Part I X should be moved to Part | of the form. More-
over, organizations should be alowed as much additional space as necessary to describe
more than three key program services.
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Schedule A
e Partl, Line 11f should allow for an IRS determination or “a written opinion of coun-
o i’ir.t [, Line 11h, column (vii) should be revised to include the value of non-monetary
support.
Schedule C

e Instead of asking for precise amounts related to political campaign and lobbying activi-
ties, the IRS should ask for arange of hours, number of employees or other proxies for
amounts that would provide the IRS with useful information while making the category
less burdensome.

Schedule D

e Thelisting of securitiesindividually in Parts| and |11 is extremely burdensome.

e Disclosing the text of footnotes relating to uncertain tax positionsin isolation could be
misleading. Therefore, organizations should be given the opportunity to explain such
footnotes or to attach their entire financial statement (Part V11).

e Thereporting associated with Endowment fundsin Part X11 seems to outweigh the use-
fulness of thisinformation. Moreover, the five-year retrospective period should be re-
duced or eliminated.

Schedule F

e Schedule F requires the separate reporting of grants outside the U.S. from domestic or-
ganizations and individuals. Many hospitals and health care organizations do not main-
tain records and reportsin aformat that would permit them to gather all of the informa-
tion required to be reported on the schedule. The required amount of recordkeeping
could discourage organizations from making grants, even small ones, to foreign organiza-
tions or individuals. In addition, because of safety and security concerns, Schedule F
should not be open to public disclosure.

Schedule G

e ThelRS should clarify how tax-exempt hospitals should report on fundraising activities
by related entities, which is a common activity within a hospital or health system.

Schedule H

The new Hospital Schedule H should allow our hospitals to report the great diversity of commu-
nity benefits our members provide, and it should not redefine community benefit in a manner
that permits others to determine what programs and services are most appropriate for our com-
munities.
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Based on our initial reviews, we have three primary concerns with Schedule H that we are asking
the IRS to address:
e Thefiling deadline for Schedule H is far too short and should be extended;
e Thefull value of hospital community benefit is not included in Schedule H and should
be; and
e ThelRSisrequesting information that is unrelated to community benefit and will not be
meaningful to the public. It should be removed from the form.

IMPLEMENTATION SHOULD BE DELAYED UNTIL 2010 TO ACCOMMODATE THE DELAY THE IRS
ANTICIPATESIN ISSUING INSTRUCTIONS, ASWELL ASTHE NEED TO ADJUST OR CREATE
SYSTEMSTO CAPTURE THE REQUIRED FINANCIAL INFORMATION.

We are committed to transparency. However, the burden of having to reconfigure financial and
data record-keeping systems in time to begin capturing the substantial amount of data required
just for the Part | Community Benefit Report by January 1, 2008, isitself adaunting task. Itis
made virtually impossible by the fact that the instructions, definitions and worksheets needed to
collect that data are not expected to be finalized until mid-2008. To require hospitals to overhaul
financial and data recordkeeping systems before the definitions, line item instructions and work-
sheets for making the calculations required for Schedule H are completed is unreasonably costly
and disruptive.

Given the number of questions and concerns about Schedule H that have surfaced, we would
urge the IRS to consider providing a second draft in 2008 and another review period toward the
goal of finalizing the schedule in December 31, 2008. That would give hospitals sufficient time
to revise their financial and data record-keeping systems in order to track and capture new in-
formation that will need to be reported.

THE FULL VALUE OF BENEFITSHOSPITALSPROVIDE SHOULD BE INCLUDED IN SCHEDULE H.

Hospitals qualify for the charitable purpose of promoting health by meeting the community
benefit standard. The community benefit standard permits us to tailor our programs and services
to the needs of our individual community. Among those needs is providing care for elderly
Medicare patients and low-income patients who may not be able to afford the costs of their care.
Y et our members provide their care proudly, and the costs absorbed in doing so should be re-
flected as a community benefit on Schedule H.

e Medicare underpayments are community benefit.
Part | “Community Benefit Report” in draft Schedule H allows hospitals to report and re-
ceive community benefit credit for Medicaid and other government program underpay-
ments, but not for Medicare underpayments. We believe Medicare underpayments
should be included. California hospitals report more than $3.2 billion in Medicare un-
derpayments that would not be captured on the proposed Schedule H.

Serving Medicare patients is part of the community benefit standard. Medicare, like
Medicaid, does not pay the full cost of patient care. Asaresult, our hospital and commu-
nities must absorb and compensate for these underpayments. Currently, Medicare reim-
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burses hospitals 92 cents for every dollar spent on care. The Medicare Payment Advisory
Commission (MedPAC) in its March 2007 report to Congress cautioned that the situation
will get even worse, with margins reaching a 10-year low at negative 5.4 percent. More-
over, an increasing number of Medicare beneficiaries are also low-income. More than 46
percent of Medicare spending is for beneficiaries whose income is below 200 percent of
the federal poverty level.

e Thecost of patient bad debt isa community benefit.
As currently drafted, Schedule H does not count patient-care bad-debt expenses as a
community benefit. We know that a significant majority of bad debt is attributable to
low-income patients, who for many reasons decline to complete the forms required to es-
tablish éigibility for charity programs. California hospitals report more than $1 billionin
bad-debt costs that should be accounted for on Schedule H.

A 2006 Congressional Budget Office report cited two studies indicating that “the great
majority of bad debt was attributable to patients with incomes below 200 percent of the
federal poverty level.” Thefact isthat despite our best efforts, many of our patients still
do not identify themselves asin need of financial assistance. It isimportant to us and to
our community that the full cost of serving our community — including the cost of serv-
ing patients who need help paying their bills but fail to ask for it — be recognized and
counted as community benefit.

SCHEDULE H NEEDSTO BE STREAMLINED TO ELIMINATE QUESTIONS THAT ARE BURDENSOME
AND CONFUSING, AND FAIL TO PROVIDE MEANINGFUL INFORMATION TO THE COMMUNITY.

The proposed chart on Schedule H, Part 11 relating to billing should be eliminated. It has no
bearing on determining whether a hospital is meeting the community benefit standard, and it
should not be used to create new reporting standards.

Relevant information is already provided in other parts of the Form 990. For example, detailed
information on charity care will be provided in Part | of Schedule H. Information related to a
hospital’ s revenues and Medicare and Medicaid payments will be included in Form 990.

Beyond that, the chart’ s added layers of requests for information are burdensome and will re-
quire extra staff work to provide. Some of the information requested is competitively sensitive.
The chart displays information in aform that will confuse, not inform, the public.

If the IRS requires more information on our charity care policies and practices, or the way in
which we support other community benefit activities and programs, it should ask those questions
instead of creating new reporting obligations that will be burdensome and will confuse our com-
munities instead of providing them with the information they need to determine whether we are
serving their needs.

We recognize that there are other concerns about Schedule H, Form 990 and many other sched-
ules. We urge you to work with the hospital community to identify and resolve those issues be-
fore asking us to file anew Form 990 or any of its schedules.
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Schedule J

e Further clarification is required to determine the individuals that should be listed on this
form (see comments on Core Form).

e ThelRS should take this opportunity to eliminate the double reporting of nonqualified
compensation that exists on the draft redesigned form, as well as the current Form 990.
Clarification is aso required on how compensations should be reported if the organiza-
tion isreporting on an accrual basis.

e ThelRS should allow for de minimis fringe benefits to be excluded from reporting (Line
1, column (D)).

e Schedule J should not include reporting of amounts related to reimbursement of expenses
asit creates amisleading view, especialy in disclosure of compensation amounts.

Schedule K

e The scopeif information required for reportable tax-exempt bondsis similar to the bur-
den associated with afull scale audit and will cost hundreds of thousands of dollars to our
member hospitals.

e Much of the information requested on this schedule is already available through form
8038, Information Return for Tax-Exempt Private Activity Bond Issues, which isfiled
when bonds are issued.

e Theinstructionsfor Part |1 should reduce the burden associated with reporting informa-
tion on bond proceeds by limiting how far an organization must go back when abond is
used to refund a prior issue.

e Part Il instructions related to private use of tax-exempt bonds should clarify that aggre-
gate reporting for private business use is contemplated and the IRS should consider per-
mitting organizations to report private business use as not exceeding a stated de minimis
percentage.

e Theinstructionsfor Part IV on compensation of third parties who provide services related
to bond issuances should be clarified as to what is meant by a*“formal selection process’
and should permit organizations to rely on selections that involve advice of bond counsel
and/or aqualified underwriter with areasonable review of qualifications.

Schedulel

e Thethreshold for reporting grants and other assistance to individualsin the U.S. istoo
low at $5,000.

Schedule L

e This schedule should reference * highest compensated employees’ from Part |1 of the core
form. The use of this description is unnecessarily confusing in this context.
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Schedule M

e Thethreshold for completing this schedule of non-cash contributions should be increased
to at least $20,000.

Schedule N

e ThelRS should clarify if transfers of assets to awholly owned limited liability company
that is disregarded as separate from the tax-exempt filing organization need to be re-
ported. In addition, clarity is needed as to whether transfers for “full and adequate con-
sideration” that are excluded from the definition of “substantial contraction” still need to
be reported as a disposition of net assets.

Schedule R

e Thereporting required under Part V — Transactions with Related Organizations — is ex-
tremely burdensome, especially for multi-hospital systems. Flexibility should bein-
cluded in the instructions when reporting transfers, gifts and grants between related
501(c)(3) organizations.

e Tax-exempt organizations within a health system typically have numerous arrangements
involving the performance of services, leasing or sharing of facilities, equipment or em-
ployees, cost reimbursement etc. There could be hundreds of transactions reportable un-
der this Part V. While certain questions on this schedule are in response to Section 1205
of the Pension Protection Act, the information on transactions between related 501(c)(3)
organizations should exclude transactions that do not raise compliance, exemption, tax or
other concerns and should not be reported.

CHA appreciates the opportunity to submit comments and we would like to thank you for your
leadership in recognizing the importance of improving the core form and schedules. On behalf
of our member hospitals, we particularly encourage you to consider our recommendations on
improving Schedule H to more effectively capture a comprehensive assessment of hospital
community benefit reporting. Please contact me at (916) 552-7536 or amcleod@cal hospital.org,
with questions or for further assistance.

Sincerely,

o e Yoo

Anne McLeod
Vice President — Reimbursement and Economic Analysis



From: Harry A. Bold

To: *TE/GE-EO-F990-Revision;

CC.

Subj ect: Emailing: IRS Form 990 L etter

Date: Tuesday, September 11, 2007 5:56:33 PM

Attachments: IRS Form 990 L etter.doc

<<IRS Form 990 L etter.doc>>
The message is ready to be sent with the following file or link attachments:

IRS Form 990 L etter
Note: To protect against computer viruses, e-mail programs may prevent sending or

receiving certain types of file attachments. Check your e-mail security settings to
determine how attachments are handled.



Big Sandy Medical Center


PO Box 530


Big Sandy, MT 59520


September 11, 2007

Internal Revenue Service

Form 990 redesign, Se: T: EO


111 Constitution Avenue, NW


Washington, D.C. 20224


RE: Comments on Draft Redesign Form 990 and Schedules


Please allow this letter to serve as notice that our Critical Access Hospital (CAH) finds the requirements of the proposed changes to Form 990 excessive and burdensome.  Big Sandy Medical Center is an 8 bed CAH and has a 22 bed Skilled Nursing Home attached and we are owned and operated by a Community Board of Directors elected by the Community.  All Board meetings are open to the public and each year a Public Annual Meeting is held for the community where operational and financial reports are reviewed with the public as well as the hospital’s community benefit report and there is an election of several Board Members.


The proposed changes to the Form 990 would harness resources that are scarce in the business office by requiring software and staff time to compile information that would be needed on the proposed Form 990.  Cost for software and staff time would be in the neighborhood of over $10,000.  This past year our CAH did not even have a profit, thus the burden of these additional costs would add to either the property tax levy on the tax payers or it would result in cutting of services in other areas of the hospital.  In our case and many other rural isolated hospitals such as ours, the community benefit of access to health care is a priority!

The community lacks quality good paying jobs, thus the reason the bad debt costs at this CAH continues to rise.  Low income, uninsured and underinsured patients are the prime reasons for an ever increasing amount of bad debt each year.  In our view bad debt and Medicare unpaid costs should be considered in all CAH’s community benefit reports.  With the ever increasing amount of Medicare Advantage patients who fall outside of the calculations of the annual cost report, Medicare unpaid charges are on the rise.  Combined with other costs that Medicare does not allow, this CAH does not receive 101 percent of cost from Medicare.


The request on the proposed Form 990 requiring pricing information is not relevant.  This would only allow insurers to glean this information to use against CAH’s in reducing payments to bolster their bottom line.


In closing, I would strongly encourage the IRS to exempt Critical Access Hospitals from the proposed changes to the Form 990.  The first and utmost benefit for communities that have a CAH is access to health care.  If the burden becomes too great and the costs too excessive, the smallest and most vulnerable CAH’s could be force to close.  Nobody wants to see a hospital close due to federal regulations.  I encourage the Internal Revenue Service to exclude CAH’s from the requirements suggested in the proposed Form 990.

Please feel free to contact us if you have any questions or concerns.


Sincerely,


Harry Bold, MSA


Administrator of Big Sandy Medical Center


Big Sandy Medica Center
PO Box 530
Big Sandy, MT 59520

September 11, 2007

Internal Revenue Service
Form 990 redesign, Se: T: EO
111 Constitution Avenue, NW
Washington, D.C. 20224

RE: Comments on Draft Redesign Form 990 and Schedules

Please allow this letter to serve as notice that our Critical Access Hospital (CAH) finds the requirements of
the proposed changes to Form 990 excessive and burdensome. Big Sandy Medical Center is an 8 bed
CAH and has a 22 bed Skilled Nursing Home attached and we are owned and operated by a Community
Board of Directors elected by the Community. All Board meetings are open to the public and each year a
Public Annual Meeting is held for the community where operational and financia reports are reviewed
with the public as well as the hospital’ s community benefit report and there is an election of several Board
Members.

The proposed changes to the Form 990 would harness resources that are scarce in the business office by
requiring software and staff time to compile information that would be needed on the proposed Form 990.
Cost for software and staff time would be in the neighborhood of over $10,000. This past year our CAH
did not even have a profit, thus the burden of these additional costs would add to either the property tax
levy on the tax payers or it would result in cutting of servicesin other areas of the hospital. In our case and
many other rural isolated hospitals such as ours, the community benefit of accessto health careisa
priority!

The community lacks quality good paying jobs, thus the reason the bad debt costs at this CAH continues to
rise. Low income, uninsured and underinsured patients are the prime reasons for an ever increasing
amount of bad debt each year. In our view bad debt and Medicare unpaid costs should be considered in all
CAH’s community benefit reports. With the ever increasing amount of Medicare Advantage patients who
fall outside of the calculations of the annual cost report, Medicare unpaid charges are on therise.
Combined with other costs that Medicare does not allow, this CAH does not receive 101 percent of cost
from Medicare.

The regquest on the proposed Form 990 requiring pricing information is not relevant. Thiswould only
allow insurersto glean thisinformation to use against CAH’ s in reducing payments to bolster their bottom
line.

In closing, | would strongly encourage the IRS to exempt Critical Access Hospitals from the proposed
changes to the Form 990. The first and utmost benefit for communities that have a CAH is access to
health care. If the burden becomestoo great and the costs too excessive, the smallest and most vulnerable
CAH’s could be force to close. Nobody wants to see a hospital close due to federal regulations. |
encourage the Internal Revenue Service to exclude CAH’ s from the requirements suggested in the
proposed Form 990.

Please feel free to contact usif you have any questions or concerns.
Sincerely,

Harry Bold, MSA
Administrator of Big Sandy Medical Center



From: Mike Walsh

To: *TE/GE-EO-F990-Revision;

CC: "Bob Olsen"; "Tony L. Pfaff";

Subject:

Date: Tuesday, September 11, 2007 3:43:35 PM
Attachments:

September 11, 2007

Internal Revenue Service
Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, D.C. 20224

RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND
SCHEDULES

| appreciate the opportunity to submit comments on the draft
redesigned Form 990.

Powell County Medical Center is a 19 bed Critical Access Hospital
with a 16 bed Skilled Nursing Facility operated in a combined facility
model. Powell County Medical Center is a 501-c-3 operating entity for
the combined operations, run by a community Board of Directors.

Powell County Medical Center provides annual community benefit
reports as part of our annual BOD activities. Our community benefit
reports provide the amount of detail which is practical for an
organization of our size. We do not use the VHA or CHA programs
because of their respective costs and lack of staff to complete the
extensive data requirements. With a community centered Board of
Directors transparency is really not an issue for our facility.



It is always difficult to make a “one size fits all” model as a solution
especially pertaining to hospitals of varied sizes. The critical access
hospital program was designed to maintain access in rural and
frontier parts of the United States. Critical Access Hospitals like
Powell County Medical Center struggle with cash flow and because of
our environment probably are some of the most transparent hospitals
in the United States. Therefore my areas of concern are identified by
the following.

Probable Impacts of Proposed Form 990 on Powell County
Medical Center

. The proposed reporting requirements would impose
an unreasonable burden on PCMC staff and financial
resources to comply at the stated level.

. Schedule H which would require PCMC to quantify
the community benefits we currently discuss would cost
approximately $6000 in software and a .5 FTE of staff time
we do not have available. This is excessive expectation of
resource use in this one area when our staff needs to be
working on keeping current on CMS regulatory impacts.

To address our concerns, | concur with MHA and recommend that

. CAHs be exempted from the community benefit
reporting requirement or be required to report based upon
metrics currently tracked which do not require speicialized
software to maintain. We use a simple Excel spreadsheet..

. The continued operation of Powell County Medical
Center as a Critical Access Hospital should justify our
community benefit and exempt Powell County Medical Center
from the IRS proposed community benefit reporting.

| agree with the following discussion of additional concerns by MHA:



The Definition of Community Benefit should include unpaid
Medicare costs and bad debt.

Providing medical treatment for the elderly and serving Medicare
beneficiaries is an essential service provided by hospitals —
regardless of the amount hospitals are paid for doing so.

Medicare’s payments to hospitals do not cover the full cost of the care
provided to Medicare beneficiaries. Nationwide, Medicare pays
hospitals about 92 cents for every dollar of care they provide.
MedPAC data substantiate the point that hospitals are losing money
treating Medicare beneficiaries; MedPAC estimates that these losses
are expected to grow in the future.

Medicare pays CAH’s 101 percent of what it considers cost. However,
Medicare excludes a number of costs; as a result, CAH'’s are really
paid only 90-95 percent of cost. Unpaid Medicare costs amount to a
subsidy hospitals provide to the Medicare program and are a
substantial community benefit.

Much of the bad debt incurred by hospitals is for care delivered to low-
income, uninsured and underinsured patients, who, for whatever
reason, decline to apply for financial assistance. We serve these
patients regardless of their ability to pay — which certainly qualifies as
a community benefit.

In a 2006 report, the Congressional Budget Office concluded that its
study supports using uncompensated care (bad debt and charity
care) as a measure of community benefits.

Collecting Pricing Data

The IRS wants to collect pricing information that is not relevant to the
charitable purpose of a hospital. The pricing matrix contained in
Schedule H, Part Il is unnecessary. Private pay pricing and discount
information is proprietary. Disclosing it could give insurers a
competitive advantage in negotiating contracts.



The data collected on a historical basis will serve no useful public
function. The Form 990 is not an appropriate tool for the public to
seek current pricing information about their health care. The Centers
for Medicare and Medicaid Services is already working to post price
and quality data on the Internet for common services. The effort by
the IRS is redundant, at best.

Since the Form 990 is collecting historical data, the pricing
information is out-of-date. Consumers need access to pricing and
quality information. But that data is best obtained directly from the
medical providers being considered by the consumer.

If you would like additional details or have questions please contact
me.

Sincerely,

M.A. Walsh

Michael A. Walsh

Chief Executive Officer

Powell County Medical Center
(406) 846-2212, ext. 111

Confidentiality Notice:This e-mail message is for sole use of intended recipient(s)
and may contain confidential and privileged information. Any unauthorized review,
use, disclosure, distribution, or copying is prohibited. If you are not the intended
recipient, please contact the sender by replying to this e-mail and destroy/delete all
copies of this e-mail message.



From: Easterly, Mark

To: *TE/GE-EO-F990-Revision;

CC: Zipprich, John; Harper, Patti; Meyer, Donna; Caruthers,
Sandy; ODonnell, Margaret; Bane, Ellie; Moreno, Gabriela;

Subject: CHRISTUS Health Comments on IRS Changes to Form 990

Date: Tuesday, September 11, 2007 3:23:21 PM

Attachments: CHRISTUS Health Comment Ltr (09.11.07).pdf

Via Electronic Submission:

Internal Revenue Service
Form 990 Redesign

ATTN: SE:T:EO

1111 Constitution Ave., N.W.
Washington, DC 20224.

On behalf of CHRISTUS Health, please accept the attached comments to
the IRS on the proposed redesigned Form 990, schedules and related
instructions.

If our organization can be of any assistance, please let me know.

Mark Easterly

Regional General Counsel
CHRISTUS Health

Legal and Governance Services
713-680-4871 office
713-812-6867 fax

CHRISTUS Health Mission: To Extend the Healing Ministry of Jesus Christ
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- _y CHRISTUS
1 ‘ ¥ Health

mark easter|vi@christushealth.or.
Direct Dial: (713) 680-4871

September 11, 2007

Yia Electronic Filing
And Overnight Delivery

Mr. Ron Schultz

Internal Revenue Service

Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, DC 20224

Dear Mr. Schultz:

CHRISTUS Health appreciates the opportunity to comment on the proposed
changes to the Internal Revenue Service (IRS) Form 990 and related schedules. With
more than 40 hospitals, long term care facilities and senior residential communities,
CHRISTUS Health is one of the ten largest Catholic health care systems in the United
States. Jointly sponsored by the two religious congregations of the Sisters of Charity of

. the Incarnate Word in Houston and San Antonio, the Mission of CHRISTUS Health is To
Extend the Healing Ministry of Jesus Christ.

CHRISTUS supports many of the changes proposed in the new form, not the
least of which is added transparency and consistency in the reporting of charity care and
community benefits. Under the leadership of our President and CEO, Dr. Tom Royer, in
2006 CHRISTUS re-emphasized a system-wide commitment to transparency with a
determination to be an industry leader in making available to the public information
about our health system’s financial performance, community benefit, clinical quality and
patient satisfaction. CHRISTUS Health supports the IRS’s decision to follow the
Catholic Hospital Association (CHA) framework for reporting charity care and
community benefit, which has been adopted by CHRISTUS Health.

In general, our comments focus on the Form 990, the new Schedule H, and
Schedule J. Specifically, we would note:

e The IRS should delay implementation of the new Schedule H. CHRISTUS Health
believes the timeframe for implementing the new Schedule H is impracticable and
should be extended at least to tax year 2010 as recommended by the American
Hospital Association, CHA and the Texas Hospital Association. Implementation of
Schedule H at a later date will allow the IRS more time to sufficiently address the

2600 North Loop West | Houston | TX 77082
Tel /13.681.8877
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many industry concerns as expressed in commentary and response letters. The 2010
timeframe will also permit tax exempt hospitals sufficient time to modify their
accounting, data collection and reporting systems as may be required by the new
Schedule H. :

o What organizations are required to file Schedule H? The IRS should provide further

clarification as to exactly which exempt organizations are required to file the new
Schedule H. For example, many tax exempt entities are member organizations within
a larger nonprofit health system structured as subsidiaries under a tax exempt
corporate parent organization. In particular, we would suggest that the IRS clarify
that the completion of Schedule H be required only of exempt organizations that
directly operate hospitals. In the alternative, Schedule H should incorporate a
category to recognize a tax exempt organization that is a parent corporation within a
multi-corporation health system structure. Recognizing this reality of modern health
care delivery systems, a methodology for system-wide community benefit reporting,
similar to the process permitted under the Texas law for nonprofit hospitals, would
provide a more complete and total picture of the overall benefits provided within a
particular health care system that is comprised of multiple tax exempt organizations.

e Schedule H should include community benefit questions beyond those which are

purely quantitative in nature. The definitions of “cash and in-kind contributions to
community groups” should be expanded to include the full range of potential
contributions that a hospital might make to qualified organizations, such as the
donation of hospital facilities for use by other tax exempt health care providers,
equipment, supplies, or personnel donated to other exempt organizations, and health
care educational programs.

e The definition of community benefit should including "community building"

activities, whether or not such activities are directly related to the provision of health
care. At line 10 of Part I, a new category of benefit should be added to reflect
community building activities performed by exempt hospitals. These programs
constitute return to the community, whether or not the activities directly relate to the
provision of health care services. Examples include programs designed to improve
overall community health, such as providing financial support for low-income
housing, job training programs, scholarships, grants, low interest or forgiven loans to
community organizations, local and regional relief from natural disasters, and other
similar charitable activities.

e Part II on billing and collections should be removed from Schedule H. Part II of

Schedule H relating to billing and collection practices should be eliminated, as this
information does not relate in any way to an organization’s qualification as a tax
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exempt entity. Collecting and submitting this information to the IRS will merely
increase the administrative burden on hospitals.

e Part III on management companies and joint ventures should be removed. Proposed
Part II of Schedule H requires hospitals to provide information concerning any

management companies or joint ventures that it is a partner or shareholder thereof,
along with the names of officers, directors, trustees or key employees having
ownership interests therein. As with the Part II question on billing and collection
practices, this section should be removed as the activities inquired about have no
relation as to whether an organization provides community benefits and qualifies as a
tax exempt entity. The collection and submission of this irrelevant information will
only further burden tax exempt hospitals with administrative costs.

e Medicare cost and bad debt should not be included as community benefit categories.
CHRISTUS Health supports the CHA position that the unpaid cost of Medicare and

bad debt should not be included in the definition of community benefit. This position
is also consistent with the definitions of charity care found in the Texas state law for
tax exempt hospitals, which CHRISTUS currently complies with and which our
organization believes provides an accurate representation of the level of benefit a
hospital returns to a community.

e Nontaxable expense reimbursements reporting on Schedule J. We suggest that the
proposed requirement to report the nontaxable expense reimbursements to trustees,
officers, directors, and other key employees be deleted from Schedule J. Accurately
capturing and reporting this information for all individuals listed on Part III of the
Form 990 would be impracticable, if not impossible. Further, in the interest of
transparency and accurate disclosure, if nontaxable expense reimbursements are
reported along with the other direct compensation and benefit information on
Schedule J, it could lead to a distortion or misrepresentation of the complete
compensation packages for executives and key employees.

To summarize, CHRISTUS Health views the draft redesigned Form 990 and
Schedules as an important resource for tax exempt hospitals to share their unique stories
with the communities they serve and the public at large. We support all changes that
allow hospitals to clearly and uniformly demonstrate benefit activities to the public and
communities we serve. We are pleased that the IRS based Schedule H on the CHA
standards for reporting charity care and community benefit area. In our opinion, by
considering and adopting the comments and suggestions within this letter, the IRS will
produce a more understandable and reliable return form that provides users and reviewers
with a more accurate portrait of the activities and benefits of tax exempt hospitals.
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If our organization can be of any assistance, please let us know.

Sincerely,

Mark Easterly

Regional General Counsel
CHRISTUS Health

WME/

Cc:  Donna Meyer
John Zipprich
Margaret O’Donnell
Sandy Caruthers
Patti Harper

Gabriela Moreno


















From: Bob Olsen

To: *TE/GE-EO-F990-Revision;

CC.

Subj ect: Form 990 Comments

Date: Tuesday, September 11, 2007 11.02:17 AM

Attachments: MHA 990 L etter.doc

Please accept the attached letter providing our comments on the proposed
modification of the IRS Form 990. Contact me if you have any questions, or need

additional information.

Bob Olsen
Vice President
MHA An Assoc of MT Health Care Providers

406.457.8004



[image: image2.jpg]a3 ) D






September 7, 2007


By Electronic Filing


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES


MHA, An Association of Montana Health Care Providers, on behalf of our 63 member hospitals, health care systems, networks and other providers of care, appreciates the opportunity to submit comments on the draft redesigned Form 990. 

Hospitals have numerous concerns about the proposed modifications and the significant new burdens imposed on hospitals. Our member hospitals and Association staff have worked collaboratively with the American Hospital Association to review the Form 990 and new schedules. We endorse the comments provided by AHA, and ask the IRS to incorporate the recommendations of the AHA in a final regulation. 

MHA appreciates the work the IRS has put into its proposed rewrite of the Form 990. We also appreciate the IRS’ willingness to discuss these proposed changes with MHA and AHA. 


MHA believes it is essential that hospitals voluntarily, publicly and proactively report to their communities the full value of benefits they provide. The MHA Board of Trustees endorsed this principle in a policy statement adopted in August 2006. Since then, staff has worked with member hospitals to fulfill this commitment.


The proposed revisions to the IRS Form 990 would take transparency to a new and significantly higher level. While, we certainly welcome transparency, the IRS proposals raises a number of significant issues that we believe must be addressed before these rules are finalized. Specifically, MHA has identified the following areas of concern. 


Impact on Small and Rural Hospitals


· The proposed reporting requirements would impose an unreasonable burden on hospitals, especially critical access hospitals. 


· The IRS would substantially change the Form 990 and create 15 new reporting schedules for tax-exempt organizations, including hospitals. MHA staff estimates that Montana hospitals may have to complete as many as eight of these forms. 


· Critical access hospitals are least able to comply with the new reporting requirements, especially Schedule H which would require them to quantify the community benefits they provide. 


· CAH’s have minimal staff in their billing and business offices. 


· CAH’s do not have staff trained to compile community benefit information, nor do they have the software needed for this task.


· MHA members estimate that compliance would require 120-160 hours a year of staff time. This does not include the time required to install and train staff on how to compile the data.


· The software used by CHA and VHA hospitals to compile community benefit data costs more than $6,000 to purchase. In addition, annual update fees are charged. Only one of Montana’s 45 CAH’s uses this software currently.


To address our concerns, MHA recommends that 


· CAHs be exempted from the community benefit reporting requirement or be required to report based upon a significantly reduced dataset.


· The continued operation of CAHs – providing the only access to health care in frontier communities – should justify their community benefit.


· Instead of quantifying their community benefit, as proposed by the IRS, CAH’s could be required to list the community benefits they provide and the direct cost for those activities. This would ensure accountability while also avoiding the extra administrative burden caused by measuring indirect costs, as required on the CHA and VHA software.


The Definition of Community Benefit should include unpaid Medicare costs and bad debt. 


Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential service provided by hospitals – regardless of the amount hospitals are paid for doing so. 


Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare beneficiaries; MedPAC estimates that these losses are expected to grow in the future. 


Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent of cost. 


Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a substantial community benefit.  


Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and underinsured patients, who, for whatever reason, decline to apply for financial assistance. We serve these patients regardless of their ability to pay – which certainly qualifies as a community benefit.


In a 2006 report, the Congressional Budget Office concluded that its study supports using uncompensated care (bad debt and charity care) as a measure of community benefits.


Collecting Pricing Data
The IRS wants to collect pricing information that is not relevant to the charitable purpose of a hospital.  The pricing matrix contained in Schedule H, Part II is unnecessary. Private pay pricing and discount information is proprietary. Disclosing it could give insurers a competitive advantage in negotiating contracts.


The data collected on a historical basis will serve no useful public function. The Form 990 is not an appropriate tool for the public to seek current pricing information about their health care. The Centers for Medicare and Medicaid Services is already working to post price and quality data on the Internet for common services. The effort by the IRS is redundant, at best. 


Since the Form 990 is collecting historical data, the pricing information is out-of-date. Consumers need access to pricing and quality information. But that data is best obtained directly from the medical providers being considered by the consumer.


We appreciate the opportunity to comment on the proposed guidelines. Please contact me or John Flink for additional information at (406) 442-1911.


Sincerely,


[image: image1.png]AN ASSOCIATION OF
|\/I H ‘N MONTANA HEALTH
CARE PROVIDERS






Robert W. Olsen


Vice President 


Regulatory Affairs


MHA…An Association of Montana Health Care Providers


PO Box 5119, Helena, MT 59604 ( 1720 Ninth Avenue, Helena, MT 59604


406.442-1911 -- Fax:  406.443.3894 ( www.mtha.org





September 7, 2007
By Electronic Filing

Internal Revenue Service

Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, D.C. 20224

RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES

MHA, An Association of Montana Health Care Providers, on behalf of our 63 member hospitals,
health care systems, networks and other providers of care, appreciates the opportunity to submit
comments on the draft redesigned Form 990.

Hospitals have numerous concerns about the proposed modifications and the significant new
burdens imposed on hospitals. Our member hospitals and Association staff have worked
collaboratively with the American Hospital Association to review the Form 990 and new
schedules. We endorse the comments provided by AHA, and ask the IRS to incorporate the
recommendations of the AHA in afinal regulation.

MHA appreciates the work the IRS has put into its proposed rewrite of the Form 990. We also
appreciate the IRS' willingness to discuss these proposed changes with MHA and AHA.

MHA believesit is essential that hospitals voluntarily, publicly and proactively report to their
communities the full value of benefits they provide. The MHA Board of Trustees endorsed this
principlein apolicy statement adopted in August 2006. Since then, staff has worked with
member hospitals to fulfill this commitment.

The proposed revisions to the IRS Form 990 would take transparency to a new and significantly
higher level. While, we certainly welcome transparency, the IRS proposals raises a number of
significant issues that we believe must be addressed before these rules are finalized. Specifically,
MHA hasidentified the following areas of concern.

Impact on Small and Rural Hospitals

. The proposed reporting requirements would impose an unreasonable burden on
hospitals, especially critical access hospitals.

o The IRS would substantially change the Form 990 and create 15 new reporting
schedules for tax-exempt organizations, including hospitals. MHA staff estimates that
Montana hospitals may have to complete as many as eight of these forms.

MHA...An Association of Montana Health Care Providers
PO Box 5119, Helena, MT 59604 * 1720 Ninth Avenue, Helena, MT 59604
406.442-1911 -- Fax: 406.443.3894 +www.mtha.org



. Critical access hospitals are least able to comply with the new reporting requirements,
especially Schedule H which would require them to quantify the community benefits

they provide.

. CAH’s have minimal staff in their billing and business offices.

. CAH'’ s do not have staff trained to compile community benefit information, nor do
they have the software needed for this task.

. MHA members estimate that compliance would require 120-160 hours a year of staff

time. This does not include the time required to install and train staff on how to
compile the data.

. The software used by CHA and VHA hospitals to compile community benefit data
costs more than $6,000 to purchase. In addition, annual update fees are charged. Only
one of Montana s 45 CAH’s uses this software currently.

To address our concerns, MHA recommends that

. CAHSs be exempted from the community benefit reporting requirement or be required
to report based upon a significantly reduced dataset.

. The continued operation of CAHs — providing the only access to health care in
frontier communities — should justify their community benefit.

. Instead of quantifying their community benefit, as proposed by the IRS, CAH’s could

be required to list the community benefits they provide and the direct cost for those
activities. This would ensure accountability while also avoiding the extra
administrative burden caused by measuring indirect costs, as required on the CHA
and VHA software.

The Definition of Community Benefit should include unpaid Medicar e costs and bad debt.
Providing medical treatment for the elderly and serving Medicare beneficiariesis an essential
service provided by hospitals — regardless of the amount hospitals are paid for doing so.

Medicare’ s payments to hospitals do not cover the full cost of the care provided to Medicare
beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they
provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare
beneficiaries; MedPA C estimates that these |osses are expected to grow in the future.

Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a
number of costs; asaresult, CAH’s are really paid only 90-95 percent of cost.

Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a
substantial community benefit.

Much of the bad debt incurred by hospitalsis for care delivered to low-income, uninsured and
underinsured patients, who, for whatever reason, decline to apply for financial assistance. We
serve these patients regardless of their ability to pay — which certainly qualifies as a community
benefit.

In a 2006 report, the Congressional Budget Office concluded that its study supports using
uncompensated care (bad debt and charity care) as a measure of community benefits.

MHA...An Association of Montana Health Care Providers
PO Box 5119, Helena, MT 59604 * 1720 Ninth Avenue, Helena, MT 59604
406.442-1911 -- Fax: 406.443.3894 +www.mtha.org



Collecting Pricing Data

The IRS wantsto collect pricing information that is not relevant to the charitable purpose of a
hospital. The pricing matrix contained in Schedule H, Part |1 is unnecessary. Private pay pricing
and discount information is proprietary. Disclosing it could give insurers a competitive
advantage in negotiating contracts.

The data collected on a historical basis will serve no useful public function. The Form 990 is not
an appropriate tool for the public to seek current pricing information about their health care. The
Centersfor Medicare and Medicaid Servicesis already working to post price and quality data on
the Internet for common services. The effort by the IRS is redundant, at best.

Since the Form 990 is collecting historical data, the pricing information is out-of-date.
Consumers need access to pricing and quality information. But that datais best obtained directly
from the medical providers being considered by the consumer.

We appreciate the opportunity to comment on the proposed guidelines. Please contact me or
John Flink for additional information at (406) 442-1911.

Sincerely,

Robert W. Olsen
Vice President
Regulatory Affairs

MHA...An Association of Montana Health Care Providers
PO Box 5119, Helena, MT 59604 * 1720 Ninth Avenue, Helena, MT 59604
406.442-1911 -- Fax: 406.443.3894 +www.mtha.org



From: Ray Gibbons

To: * TE/GE-EO-F990-Revision;
CC: John Flink;
Subject: Comments on form 990 proposals
Date: Monday, September 10, 2007 2:02:45 PM
Attachments:. TMC Board Meeting - 10 06.ppt
990 letter.doc
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My comments are attached.

H. Ray Gibbons, FACHE
Administrator/CEO
Teton Medical Center

Voice- 406.466.6001 Fax:406.466.5842

Confidentiality: The information contained in this e-mail message may be privileged
and is confidential information intended only for the individual named above. If you
have received this communication in error, please notify us immediately by return e-
mail and delete the original message from your computer.





TMC Board Meeting – 10/23/06

FYE 6/30/06 Annual Program/Services Review 

FYE 6/30/06 Community Benefit Discussion

Strategic Plan update 2006 -2009

Prepared by:

Susan Murphy

Joyce Lindgren

Ray Gibbons







Outline of Reviews & Updates

		CMS Requires Annual review of services provided by a CAH to ensure the community is being appropriately served.

		Community Benefit discussions highlight the services provided to the community on a subsidized or no-cost basis.

		The TMC Strategic Plan is updated at least annually following the Board/Manager Work session.









FYE 6/30/06 Program Evaluation & Review
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Teton County 2003 Estimated Population from 2000 Census data - source Montana Department of Labor











FYE 6/30/06 Program Evaluation & Review
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Community Benefits Provided by TMC 

		Community Health Services

		Spring and Fall Health Fairs

		Reduced cost laboratory testing – benefits low income populations

		uninsured members of the community

		TMC statistics show over 700 community residents have utilized this reduced cost testing program per year

		provide medical educational opportunities during the health fair

		provide laboratory results to patient and forwarded to their physician









Community Benefits Provided by TMC

		Health Care Support Services

		Community and employee Quit Smoking Programs offered annually.

		Health and Wellness programs offered through the Physical Therapy Department.

		Clinical evaluations performed by the therapist to promote active, healthy lifestyles.









Community Benefits Provided by TMC

		Health Education

		1) TMC provides a $750 annual stipend to Registered Nurses and Licensed Practical Nurses to further their education.  In 2005- 2006, TMC had two registered nurses utilize this benefit.

		2) Foundation Scholarships awarded annually in the amount of $3000 to applicants pursuing health care education.  The 2005 and 2006 fiscal years there have had 2 awards each year, 2 of which have been awarded to employees and 2 other students from the community. 

		2006 implemented a school loan to work agreement and one staff member has utilized this benefit.









Community Benefits Provided by TMC

		Subsidized Health Services

		Provide space for local health providers, civic organizations, student and youth organizations to hold meetings and training programs.

		Monthly utilization has included:

		Public Health Dept. – Smoking Coalition Meetings and Smoking Cessation classes

		Teton County Task Force (Meth task force/Disaster Preparedness task force)









Community Benefits Provided by TMC

		Subsidized Health Services (i.e. continued)

		GF Clinic – meetings and educational staff meetings

		Family Connections – Family Public Service Program to local families

		Teton County Emergency Medical Services Dept. – CPR and educational training

		Civic Organizational meetings

		Student 4-H meetings

		REACH educational and consultation services

		Provide Home Care and Adult Day Care to meet community needs

		Provide transportation to  patients or residents to and from doctor appointments or outpatient services.









Strategic Plan Update 2006 -2009

		Major Objectives:

		Update Infrastructure Investment Plan

		Continue Foundation Development Plan

		Develop Patient Care Model that raises the “human elements of care” to the same level as the “scientific elements of care”

		Develop comprehensive marketing plan for CAH & SNF/NF services









Strategic Plan Update 2006 -2009

Update Infrastructure Investment Plan

Update 10 year major equipment plan

Develop 10 year capital project plan

Using area demographics refine “right size” for CAH and SNF/NF services

Convert two private SNF/NF to CAH 

14 bed CAH and 32 bed SNF/NF

Allows updating to new standards for positive and negative pressure rooms









Strategic Plan Update 2006 -2009

Continue Foundation Development Plan

Continue SOTP – Revisited and Charity Ball functions

Develop long range planning tools with local and regional resources







Strategic Plan Update 2006 -2009

Develop Patient Care Model that raises the “human elements of care” to the same level as the “scientific elements of care”

Research nursing practice to synthesize  advanced CAH, SNF/NF and Hospice nursing care practices to create focused “high touch high clinical quality”  care model.







Strategic Plan Update 2006 -2009

Develop comprehensive marketing plan for CAH & SNF/NF services

Focus of marketing is educating the people we serve regarding the available services

Evaluate service expansion options to best use limited resources

Physical Therapy

SNF/NF

CAH

Clinical Laboratory

Collaborative opportunities
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September 10, 2007



September 10, 2007


By Electronic Filing


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES


I appreciate the opportunity to submit comments on the draft redesigned Form 990. 


Teton Medical Center is a 12 bed frontier Critical Access Hospital with a 34 bed Skilled Nursing Facility operated in a combined facility model. Teton Medical Center is a government entity by the status of the Teton County Hospital District however, we are in process of applying for a 501-c-3 operating entity for the combined operations. If we are successful in establishing the 501-c-3 operating entity the completion of the Form 990 becomes a reality. It is with this in mind that I make my comments. 


Teton Medical Center has provided annual community benefit reports as part of our annual meeting each October. Our community benefit reports provide the amount of detail which is practical for an organization of our size. We do not use the VHA or CHA programs because of their respective costs and lack of staff to complete the extensive data requirements. As a tax supported entity with all of our Board meetings open to the public transparency is really not an issue for Teton Medical Center. 

It is always difficult to make one solution “fit” all types of entities particularly hospitals. The critical access hospital program was designed to maintain access in rural and frontier parts of the United States. Critical Access Hospitals like Teton Medical Center struggle with cash flow and because of our environment probably are some of the most transparent hospitals in the United States. Therefore my areas of concern are identified by the following.


Probable Impacts of Proposed Form 990 on Teton Medical Center

· The proposed reporting requirements would impose an unreasonable burden on TMC staff and financial resources to comply at the stated level. 


· Schedule H which would require TMC to quantify the community benefits we currently discuss would cost approximately $6000 in software and a .5 FTE of staff time we do not have available.  This is excessive expectation of resource use in this one area when our staff needs to be working on keeping current on CMS regulatory impacts.

To address our concerns, I concur with MHA and recommend that 


· CAHs be exempted from the community benefit reporting requirement or be required to report based upon metrics currently tracked which do not require speicialized software to maintain. We use a simple Excel spreadsheet..

· The continued operation of Teton Medical Center as a Critical Access Hospital should justify our community benefit and exempt Teton Medical Center from the IRS proposed community benefit reporting.

I agree with the following discussion of additional concerns by MHA:

The Definition of Community Benefit should include unpaid Medicare costs and bad debt. 


Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential service provided by hospitals – regardless of the amount hospitals are paid for doing so. 


Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare beneficiaries; MedPAC estimates that these losses are expected to grow in the future. 


Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent of cost. 


Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a substantial community benefit.  


Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and underinsured patients, who, for whatever reason, decline to apply for financial assistance. We serve these patients regardless of their ability to pay – which certainly qualifies as a community benefit.


In a 2006 report, the Congressional Budget Office concluded that its study supports using uncompensated care (bad debt and charity care) as a measure of community benefits.


Collecting Pricing Data
The IRS wants to collect pricing information that is not relevant to the charitable purpose of a hospital.  The pricing matrix contained in Schedule H, Part II is unnecessary. Private pay pricing and discount information is proprietary. Disclosing it could give insurers a competitive advantage in negotiating contracts.


The data collected on a historical basis will serve no useful public function. The Form 990 is not an appropriate tool for the public to seek current pricing information about their health care. The Centers for Medicare and Medicaid Services is already working to post price and quality data on the Internet for common services. The effort by the IRS is redundant, at best. 


Since the Form 990 is collecting historical data, the pricing information is out-of-date. Consumers need access to pricing and quality information. But that data is best obtained directly from the medical providers being considered by the consumer.


If you would like additional details or have questions please contact me. If you would like to see a frontier community benefit report I have attached our 2006 report to the electronic response system.


Sincerely,


H. Ray Gibbons, FACHE


Administrator/CEO


406.466.6001
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September 10, 2007
By Electronic Filing

Internal Revenue Service
Form 990 Redesign, SE:T:EO
1111 Constitution Avenue, NW
Washington, D.C. 20224

RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES
| appreciate the opportunity to submit comments on the draft redesigned Form 990.

Teton Medical Center is a 12 bed frontier Critical Access Hospital with a 34 bed Skilled Nursing
Facility operated in a combined facility model. Teton Medical Center is a government entity by
the status of the Teton County Hospital District however, we are in process of applying for a
501-c-3 operating entity for the combined operations. If we are successful in establishing the
501-c-3 operating entity the completion of the Form 990 becomes a reality. It is with this in mind
that | make my comments.

Teton Medical Center has provided annual community benefit reports as part of our annual
meeting each October. Our community benefit reports provide the amount of detail which is
practical for an organization of our size. We do not use the VHA or CHA programs because of
their respective costs and lack of staff to complete the extensive data requirements. As a tax
supported entity with all of our Board meetings open to the public transparency is really not an
issue for Teton Medical Center.

It is always difficult to make one solution “fit” all types of entities particularly hospitals. The
critical access hospital program was designed to maintain access in rural and frontier parts of
the United States. Critical Access Hospitals like Teton Medical Center struggle with cash flow
and because of our environment probably are some of the most transparent hospitals in the
United States. Therefore my areas of concern are identified by the following.

Hometown Quality Care
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Probable Impacts of Proposed Form 990 on Teton Medical Center

. The proposed reporting requirements would impose an unreasonable burden on TMC
staff and financial resources to comply at the stated level.
o Schedule H which would require TMC to quantify the community benefits we currently

discuss would cost approximately $6000 in software and a .5 FTE of staff time we do
not have available. This is excessive expectation of resource use in this one area
when our staff needs to be working on keeping current on CMS regulatory impacts.

To address our concerns, | concur with MHA and recommend that

. CAHs be exempted from the community benefit reporting requirement or be required
to report based upon metrics currently tracked which do not require speicialized
software to maintain. We use a simple Excel spreadsheet..

. The continued operation of Teton Medical Center as a Critical Access Hospital should
justify our community benefit and exempt Teton Medical Center from the IRS
proposed community benefit reporting.

| agree with the following discussion of additional concerns by MHA:

The Definition of Community Benefit should include unpaid Medicare costs and bad debt.
Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential
service provided by hospitals — regardless of the amount hospitals are paid for doing so.

Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare
beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they
provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare
beneficiaries; MedPAC estimates that these losses are expected to grow in the future.

Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a
number of costs; as a result, CAH’s are really paid only 90-95 percent of cost.

Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are
a substantial community benefit.

Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and
underinsured patients, who, for whatever reason, decline to apply for financial assistance. We
serve these patients regardless of their ability to pay — which certainly qualifies as a community
benefit.

In a 2006 report, the Congressional Budget Office concluded that its study supports using
uncompensated care (bad debt and charity care) as a measure of community benefits.



September 24, 2007

Collecting Pricing Data

The IRS wants to collect pricing information that is not relevant to the charitable purpose of a
hospital. The pricing matrix contained in Schedule H, Part Il is unnecessary. Private pay pricing
and discount information is proprietary. Disclosing it could give insurers a competitive advantage
in negotiating contracts.

The data collected on a historical basis will serve no useful public function. The Form 990 is not
an appropriate tool for the public to seek current pricing information about their health care. The
Centers for Medicare and Medicaid Services is already working to post price and quality data on
the Internet for common services. The effort by the IRS is redundant, at best.

Since the Form 990 is collecting historical data, the pricing information is out-of-date.
Consumers need access to pricing and quality information. But that data is best obtained
directly from the medical providers being considered by the consumer.

If you would like additional details or have questions please contact me. If you would like to see
a frontier community benefit report | have attached our 2006 report to the electronic response
system.

Sincerely,

H. Ray Gibbons, FACHE
Administrator/CEO
406.466.6001
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	A hospital is a health care organization that has a governing body, an organized medical staff and professional staff, and inpatient facilities that provides medical, nursing, and related services for ill and injured patients twenty-four hours per day, seven days per week. A hospital does not include:
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